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COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE
FIRST SET OF INFORMATION REQUESTS FROM THE DTE
D.T.E. 06-31

Date: July 27, 2006
Responsible: Stephen H. Bryant, President
SUPPLEMENTAL BULK RESPONSE

DTE-BSG-1-10 Refer to Exh. BSG-1, at 9, lines 17-18. Provide any printed
information or plans regarding the business model Bay State and
NiSource has implemented. As part of this response, discuss the
overall management objectives of NiSource.

RESPONSE: Please see Attachment DTE-BSG-1-10 (A) for a copy of pages
23-25 of NiSource’s 2005 10K. In particular, Item 7 —
Management’s Discussion and Analysis of Financial Conditions
and Results, includes a discussion of NiSource’s overall business
plan (i.e., the Four Point Platform for Growth), and a 2006
Outlook. The business plan includes the following four key
management objectives: (1) expansion and commercial growth in
the pipeline and storage business, (2) regulatory and commercial
initiatives, (3) financial management, and (4) process and
expense management. These four objectives are the foundation
upon which NiSource (and therefore Bay State) have built the
transformation business model that is reflected in the current
organizational structure and budgeting processes. In addition,
Bay State continues to research this request and will supplement
this response when additional information has been compiled.

Attachment DTE-BSG-1-10 (B) includes a copy of NiSource’s
current organizational chart showing senior management levels at
both NiSource and Bay State.

See the Company’s response to UWUA-1-7 for a description of
Bay State’s capital and operations budgeting processes.

SUPPLEMENTAL BULK RESPONSE

Please see the Attachment DTE-BSG-1-10 (C) for copies of
NiSource employee communications related to IBM outsourcing
and transformation between February 2005 to July 20, 2006.
Included in these various communications are discussions related
to the implementation of NiSource’s overall business plan
described above.
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Distribution Operations announces training and regulatory compliance
reorganization

Posted: 07-20-2006 at 05:00 Eastern Time

Peg Landini, vice president support operations and Shawn Patterson, vice president
engineering announce the reorganization of the NiSource Distribution Operations training and
regulatory compliance functions. Effective Aug. 15, all Distribution Operations regulatory
compliance functions will report under the new engineering organization led by Patterson and
the training function will report under the new support operations organization led by Landini.

Distribution Operations Training

Kris Emaus, NIPSCO training manager, has been named NiSource training manager
responsible for leading the technical training and supporting leadership development for the
NiSource Distribution Operations gas and electric functions. In her new role, Emaus will be
responsible for partnering with field operations and engineering leadership to provide the
technical training for gas and electric distribution and electric generation that complies with
federal and state regulatory requirements. She will partner with NiSource organizational
development to provide supervisory education and leadership development support as well.

"Having a single, focused training organization serving NiSource gas and electric operations
will help drive consistency, and allow us to share resources to support the operating model,"
said Landini. "I am pleased that Kris has agreed to lead this new organization. She brings the
utility knowledge and experience needed to take our training to the next level."

In addition to Emaus, the training leadership will include lead persons for electric generation
and distribution, gas distribution and instructional design functions. These leadership
positions will be posted within the next few weeks. In addition to those currently reporting to
Emaus, the following former Columbia regulatory compliance and training (RC&T) individuals
will be aligned with the new training organization:

Dawn Bass
Mike Clark
Linda Crowley
Mike Douglas
Tim Funk

Tom Hickman
Larry Krummert
Angie Lewis
Dave Shepler
Michelle Snyder
Larry Springer
Gerald Wills

Distribution Operations Regulatory Compliance

On June 30 the new engineering organization was announced by Shawn Patterson. The
current regulatory compliance functions will be included in the standards and compliance area
under the leadership of Kevin Swiger. Standards and compliance, will encompass NiSource
Distribution Operations-wide management of codes and standards (policy and procedure),
oversight of regulatory compliance (including external regulatory agencies), performance of
operational compliance audits and process reviews, administration of broad-based compliance
programs such as damage prevention, Operator Qualification, Pipeline Integrity Management,
Public Awareness (RP 1162), and meter sampling, and the support of field operation efforts
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with staff expertise in specialties such as measurement, pressure regulation, corrosion and
leakage management.

Swiger said, "Centralized leadership of standards and compliance is a key component in
Distribution Operations' ability to Transform to One. Transformation begins with having
common operating standards which are broadly communicated. This is followed by a
disciplined approach to assure compliance to the standards and a mechanism to adjust
standards when appropriate.”

While details of the overall structure within the standards and compliance function are being
formulated, those employees moving from the former Columbia regulatory compliance and
training (RC&T) organization will continue reporting to their current leaders. The new
standards and compliance leadership team will be finalized late third or early fourth quarter
with the balance of the transition completed by the end of the year. The following former
Columbia RC&T employees will be aligned with the new standards and compliance
organization:

Bryan Adams
Tonya Anderson
Mike Breighner
Keith Campbell
Paul DeBlasis
Amy Furlong
Ray Geesey

Jim Hastings

Al Jimison
Justin Magestro
Tim McKune
Jeannie Myers
Barry Mullins
Michael Ramsey
Rob Smith

Jerry Taggart
Phil Wilson

"The role and responsibility of the regulatory compliance organization is critical to ensuring the
monitoring and troubleshooting compliance issues across NiSource distribution operations,”
said Patterson. "l look forward to working with the standards and compliance team and field
operations in a collaborative effort in making sure we raise the bar in providing consistent
regulatory compliance across NiSource distribution operations.”
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Organization changes anounced in Work Management-GIS and Support
Operations

Posted: 06-27-2006 at 11:59 Eastern Time

Work Management and GIS Vice President Meg Brown and Support Operations Vice President
Peg Landini announce changes to their organizations. These changes continue the
organizational alignment in support of the NiSource Distribution Operation's Transforming to
One and the ongoing commitment to operational excellence. All of the changes are effective
immediately.

Marie Walker, manager, operations services at Bay State Gas/Northern Utilities (BSG/NU),
will assume the role of performance improvement manager for NiSource Distribution
Operations, reporting to Brown. In her new role, Walker will be responsible for the oversight
of the NiSource Distribution Operations financial performance results, and for the creation of a
NiSource Distribution Operations Transformation Benefit Realization program. The new Benefit
Realization program is designed to ensure the NiSource Distribution Operations organization is
focused on maintaining awareness and achievement of the envisioned benefits associated with
major initiatives. Walker brings to her new position a wealth of experience, including leading
the WM-GIS team's Business Performance Management (BPM) team and the development of
the future Management Dashboards.

Additional changes include:

e Kathy Silver, supervisor instrumentation at BSG/NU, has been promoted to manager,
operation services at BSG/NU. She will report directly to Landini.

e Arthur O'Brien, resource planner-scheduling at BSG/NU, will take on an expanded
role as scheduling and logistics leader at BSG/NU. He will report to Silver.

e The measurement responsibilities currently reporting to Silver will be reassigned to
Dana Argo, manager, system operations at BSG/NU. He will continue to report to
Dan Cote, general manager, NiSource East.

For any additional questions related to the WM/GIS Project or associated organization
changes, please submit them to the WM/GIS Project Lotus Notes mailbox at: wm-qis
project@nisource.com.
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HR Manager Tools set to go live Aug. 1 with training slated for July and
August

Posted: 06-27-2006 at 03:00 Eastern Time

The new Human Resources (HR) Manager Tools and related applications are on schedule to
launch throughout NiSource on Aug. 1. Managers across the enterprise have been attending A
Day in the Life presentations to learn more about components of Manager Tools, and training
will be conducted in July and August.

Employees will begin receiving invitations to register for training through the Learning
Management System (LMS) in the next few weeks. In LMS, employees will be prompted to
register for the training that is based on their role and how often they'll be using the system.
Employees will see a list of required courses along with options for the available training
format (i.e. Sametime, instructor led).

The Manager Tools transformation consists of a number of components - an upgrade to
PeopleSoft; a new job posting/bidding system called Recruiting Solutions; a new on-line
Compensation Tool to replace the current Lotus Notes database; and a new Manager
Desktop that provides a number of on-line management capabilities related to job data,
employee transactions, salary-related tasks and workflow process management.

Manager Tools will provide more accurate, real-time information, enabling more effective
decision making and efficient operations. It will also offer flexibility and "anytime™ access to
employee information and the ability to manage HR tasks "on demand.”

The HR Transformation team is participating in a cross-tower planning activity that has helped
to design a consistent and effective support framework (or architecture) to ensure that
employees have the support they need to get questions and problems resolved easily when
Manager Tools goes live in August. View the Where to go for help for Manager Tools
after Go Live document.

For more information on HR Transformation training and the upcoming changes, please visit
the Business Process Outsourcing (BPO) Transformation community on MySource.

In the HR folder on MySource, you'll find Frequently Asked Questions, the A Day in the
Life presentations and more. And, any questions you may have may be directed to any
member of the HR Transformation team.
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June Transformation Update Il & new poster feature user support
Posted: 06-23-2006 at 13:00 Eastern Time

One of the critical factors of a successful transformation is support for the end user once new
systems, applications, and processes are implemented. This month's second Transformation
Update and a new poster focus on the resources that are currently available and those that
will become available to new users after Go-Live.

User support is as easy as 1-2-3!

1. Use online resources
2. Consult a power user
3. Contact the NiSource Help Desk

The June 2006 Transformation Update 11 and the user support poster can be printed
and posted to office walls and bulletin boards to serve as quick reference guides for support in
the new applications that are coming online in GT&S (Pipeline) and NiSource Corporate
Services on July 1.

Visit the BPO Transformation Community on MySource to access training resources,
quick reference guides, FAQs, user support information, and more.
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Organization, leadership changes announced in IT
Posted: 06-22-2006 at 03:00 Eastern Time

Violet Sistovaris, senior vice president for Administrative Services, today announced several
organization changes in NiSource’s Information Technology (IT) function.

Julie McElmurry, Project Management Office (PMO) lead in the NiSource Governance group,
has accepted the new role of leading NiSource's IT organization. Effective July 1, McEImurry
will serve as vice president of IT and tower lead, reporting to Sistovaris.

Reporting to McEImurry in her new role will be: Eric Fletcher, IT business relationship
director; Sandy Pullin, IT business relationship director; Deana Borovich, IT architecture
manager; Jim Downerd, IT service performance manager; Jeff Perz, IT service performance
manager, and Yolanda Smolar, administrative assistant.

Dick James, current vice president, IT, is assuming the new role of vice president of IT
Security & Compliance reporting to McElImurry. Reporting to James will be: Mike Daumer,
director of IT compliance assurance; Gordon Kinney, manager of IT regulation and
compliance; Josh Anderson, senior IT security analyst, and Rich Leonardo, IT disaster
recovery manager.

"For NiSource, this change helps meet the evolving needs of our organization by enabling us
to apply strong leadership focus to our IT service provider relationship, while also maintaining
a strong focus on the security and integrity of our total computing environment," Sistovaris
said.

"l am very pleased that Julie has agreed to bring her experience in IT, as well as her more
recent service provider management expertise, to her new and important leadership role,"
Sistovaris said. "l am also pleased that Dick James will be leveraging his strong knowledge of
our computing systems and infrastructure in his new role focused on NiSource IT security and
compliance."”

With the change, McEImurry’'s current direct reports will report to Kevin Kirkham, also a PMO
lead in the Governance organization. Transitions in the Governance and IT organizations will
occur over the next two weeks.
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BuySource, ERS and WorkBrain set to launch July 1 at NCS and Pipeline
An important update from NiSource's Enterprise Transformation Team

Posted: 06-22-2006 at 03:24 Eastern Time

BuySource, ERS and WorkBrain set to launch July 1 at NCS and Pipeline
NiSource is in the final stage of the Wave 1 system implementations, and we
are rapidly approaching the time when we will start using the new Time &
Labor (WorkBrain), Travel & Expense (ERS) and Requisition to Disbursement
(BuySource) systems.

The NiSource companies transitioning to the new systems beginning July 1,
2006, include:

Columbia Gas Transmission
Columbia Gulf Transmission
Crossroads Pipeline

Energy USA-TPC

Millennium Pipeline

NiSource Energy Technologies
NiSource/Columbia Retail Services
PEI Holdings, Inc.

NiSource Corporate Services

The long-term benefits to the company will be numerous, as the new systems will significantly
improve efficiency by bringing all of the NiSource companies onto common platforms. In
addition, we anticipate the link between finance, procurement, and business operations to be
greatly improved so that we can be more proactive in our support of key business decisions.
In the near term, however, there will be some temporary

disruption, as we shut down a variety of our legacy systems and transition

to the new systems.

In preparation for Go-Live, we want to make employees of the affected companies aware of
some key dates and important points regarding this change, and to describe some of the
resources available to you during the transition. View the critical dates for the companies
impacted by the July 1 Go-Live.
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May 2006 Transformation Update 11 focuses on Supply Chain
Management

Posted: 06-01-2006 at 11:28 Eastern Time

July 1 is the "go live" date for transforming several key systems and processes in Finance and
Accounting (F&A), Supply Chain Management (SCM) and Human Resources (HR) at certain
NiSource companies. These changes will directly impact a majority of employees. Many
employees have been signing up for the instructor-led and web-based training courses that
are being conducted to help them learn how to use these new systems and processes.

For many employees within these functions and others at IBM, this has meant tireless months
of planning and the integration of new processes and technologies. They know they have just
30 days before the Columbia distribution companies, NiSource Corporate Services, Columbia
Gas Transmission, Columbia Gulf, Energy USA, TPC and Primary Energy see the results of their
efforts -- and are affected by the F&A, SCM and HR transformations.

Earlier this month, the May 2006 Transformation Update | focused on the changes being made
in F&A. The May 2006 Transformation Update Il focuses specifically on BuySource, the new
electronic procurement system being implemented in Supply Chain Management, and other
key benefits that will be taking place. Within the next few weeks, a third Transformation
Update will explain the upcoming changes in HR.
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May 2006 Transformation Update focuses on Finance & Accounting
Transformation

Posted: 05-19-2006 at 03:00 Eastern Time

Over the next several months NiSource and IBM will be transforming several systems and
processes in Finance and Accounting (F&A), Supply Chain Management (SCM) and Human
Resources (HR). These changes will directly impact a majority of employees.

During the upcoming months, instructor-led and web-based training courses will be conducted
to help employees learn how to use these new systems and processes.

Training invitations have been distributed via e-mail to those employees being impacted by
the F&A and SCM changes. HR training invitations will also be distributed via e-mail to all
employees at the end of May.

We understand that these courses will require time away from daily work activities. However,
we strongly urge employee participation given that these courses will educate employees on
how to conduct business and complete their daily work in our transformed work environment.
Please encourage your employees to participate.

Throughout the next 30 days, we will be distributing several Transformation Updates that
focus on the changes being made in F&A, SCM and HR. The May 2006 Transformation
Update 1 is available on MySource and focuses specifically on the new systems and processes
being implemented in the F&A area. We've outlined some of the key changes that will take
place as well as the benefits.
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HR change agents educating managers about Manager Tools; training
plans being set

Posted: 05-19-2006 at 02:30 Eastern Time

Newly appointed change agents are currently out talking with managers and supervisors
across NiSource about one of the new human resources (HR) Manager Tools set to launch
Aug. 1.

Change agents are delivering an A Day in the Life: Recruiting Solutions presentation as an
introduction to what will stay the same and what will change in the job posting and bidding
process.

HR Manager Tools training development is already underway, with train the trainer and power
user training scheduled to take place the first three weeks in June. In addition, user
acceptance testing is also scheduled to take place in June and will involve representatives
from various business units to help ensure HR Manager Tools meet NiSource business
requirements and performs as expected.

Managers, supervisors and employee training will be delivered through various means
including:

e Instructor-led/classroom training
e Sametime sessions
e Self-paced materials online

The type and amount of training employees will receive will be recommended based upon their
individual role (e.g., manager, individual contributor, HR consultant, recruiter, etc.), as well as
the frequency of use of each HR Manager Tool. For example, individuals who recruit
frequently will likely be recommended for instructor-led classroom training, whereas an
individual who recruits once or twice a year may be recommended for a Sametime training
session. These recommendations are being developed now and will be reviewed and validated
during the next few weeks.

Classroom training will be conducted at major NiSource locations in Ohio, Indiana,
Pennsylvania, Massachusetts, West Virginia and Virginia. In early June, employees who will
need to take Manager Tools training will receive instructions on when and how to register in
the Learning Management System (LMS) for their assigned level of training.

More details about the new tools will be available on MySource in the near future and users of
the tools will receive training for each of the new Manager Tools applications as they are
introduced.

Additional information can be found on the BPO Community on MySource.

Questions regarding the HR transformation can be submitted using MySource feedback.
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Fact Sheet/Q&A April 26, 2006

Summary:

O From May 3-19, NiSource will conduct a survey of all employees across the company.

O The survey is designed to:

« Be simple to complete and administer (one page, only 14 questions);

« Focus on the daily work environment that employees and teams experience;

« Provide information that leaders and teams can use for follow-up planning;

« Set a baseline for conducting future surveys and measuring improvement over time.

L Employees will be able to complete the survey anonymously online or via paper forms.
L An email link will be sent to all NiSource email addresses May 3.
L Paper survey packages will be mailed to supervisors at field locations the week of May 1.

U To provide focus for follow-up activities, employees are asked two demographics questions:
» Do they supervise others?
» What work unit are they a part of? (Note: Reports are not provided for groups fewer than 5 people.)

O Surveys should be completed online or postmarked to the third-party processor by May 19.
L Bob Skaggs and Executive Council will communicate results to all employees in June.

Q) Also in June, most managers will receive work unit-level results to share with their teams,
along with a guide for suggested follow-up activities.

Q&A:

Why is NiSource conducting an all-employee survey?

Actively engaged employees are a key to delivering business results. Understanding how
employees view the work environment can help our leaders and teams take steps to become
more engaged and effective, which is a goal in many of our Operating Plans and business
models.

How will the survey be administered?

During the week of May 1, all NiSource employees with e-mail addresses will receive a
message and link inviting them to complete the survey anonymously online. That same week,
supervisors in field and operations locations will receive a paper survey kit for employees who
do not have computer access. The survey kit will have a supply of paper surveys and
instructions for distributing and collecting completed surveys (such as during a safety meeting or
other team gathering). The kit will include a confidential return envelope for sending completed
surveys to an outside PO Box. Completed surveys will be handled only by the third-party, not
by NiSource employees. The online and paper surveys will include identical questions.

(more)
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How long should it take to complete the survey?
The survey includes only 14 questions, and should require only a few minutes to complete.

Will employee responses be anonymous?

Yes. Both the online and paper versions of the survey are anonymous. The online survey tool
cannot identity who has completed the survey. Paper surveys will be returned to an outside PO
box that has been established specifically for this activity. A third party contractor will retrieve
the surveys, compile the data and shred all paper copies. Nobody from NiSource will handle
completed paper surveys.

Is it “mandatory” that people complete the survey?
No, the survey is not mandatory, but we hope people will feel free to share their honest views so
that we can establish a benchmark for future improvements.

Should IBM or other contract employees complete the survey?
No, the survey is designed only for NiSource employees.

Why are we doing the survey now?

The survey timing coordinates with a number of other initiatives taking place across NiSource
this year, including Distribution Work Management/GIS and the upcoming Supply Chain,
Finance & Accounting and Human Resources business transformations.

Will the employee survey results be used to evaluate managers or teams?

No. We realize many factors can influence or contribute to the survey results. We expect that
managers and teams will want to consider the results for their area so they can identify possible
ways to make improvements, but this information will not be used to evaluate the performance
of any individuals or groups.

Will senior management acknowledge the survey results?

Follow-up actions are critically important for the success of this and future surveys. CEO Bob
Skaggs and the NiSource Executive Council will carefully review the survey results and take the
lead in communicating the results broadly for all employees via MySource and other means.

What are the follow-up expectations for leaders after the survey is complete?

Work unit results (in most cases down to the manager level) will be shared with leaders, who
will be expected to share and discuss these results with their teams. The survey reports will
come with a simple leadership guide for conducting individual and/or team follow-up activities.
The guide will include suggestions for linking follow-up activities with existing meetings, projects
or ongoing work.

How will we track future improvements?

This survey establishes a baseline for conducting annual employee surveys that will track our
progress and improvements over time. An index of our annual employee survey results will be
included as a key measure in NiSource’s ongoing Corporate Balanced Scorecard.

Who can | contact if | have questions or need assistance?
Please contact Joanne Bronikowski in Organizational Development, (304) 357-2853.

HitHt
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Administrative Services leadership transitions announced
Posted: 04-28-2006 at 03:00 Eastern Time

Several leadership transitions have been announced in the Administrative Services
organization reporting to Senior Vice President Violet Sistovaris.

The changes, which are associated with NiSource's executive streamlining initiative, include:

Gail Harowski, vice president, Real Estate & Facilities Management, has elected to leave
NiSource at end of May. Effective June 1, Gary Pottorff, vice president, Administration and
Corporate Secretary. will assume responsibility for the following functions, reporting to
Sistovaris:

Real Estate

Facilities Management
Business Continuity Planning
Security

Pottorff will continue to serve in his role as NiSource Corporate Secretary, with dotted-line
reporting to Peter Fazio for this portion of his responsibilities. The functions of Records
Management, Shareholder Services, and Aviation Services will continue to report to Pottorff.

Sistovaris also announced that Sherry Gavito, vice president of Governance, will be departing
NiSource at the end of 2006. Gavito will continue in her role supporting and overseeing
NiSource's governance of the business process outsourcing transformation with IBM. Gavito
will continue in her current position throughout 2006, providing time for development and
implementation of an effective transition.

Sistovaris also announced that Tom McKain, Administrative Services Special Projects, has
announced that he will be leaving NiSource in August after 10 years of service to pursue other
interests.

"I would like to acknowledge and thank Gail, Sherry and Tom for their significant contributions
to NiSource," Sistovaris said. "The best wishes of their many colleagues go with each of
them."
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HR Manager Tools and related applications on track for Aug. 1 launch
Posted: 04-19-2006 at 05:09 Eastern Time

Development of the new human resource (HR) Manager Tools and related applications is well
underway and launch is set for Aug. 1. These applications will consolidate and standardize
processes to improve delivery of certain HR services and reduce costs by implementing new
technologies.

"Manager Tools will help us achieve our operating plan through cost and process
management," explains Human Resources Vice President and HR Tower Lead Joel Hoelzer.
"This transformation initiative will help us connect business processes and automate common
administrative tasks to enable strategic management and efficient administration.”

The Manager Tools transformation consists of a number of components (Click on the Related
Document link in the right column to view an image of how the components fit together). A
new job posting/bidding system called Recruiting Solution is currently being developed. A
new online compensation tool will replace the current Lotus Notes database used by
NiSource managers today. Additionally, a new Manager Desktop will provide managers with
a number of online tools to help them with job data, employee transactions, salary-related
tasks and a workflow to streamline these processes.

The transformation began with an upgrade to PeopleSoft 8.9 to provide modifications and
improvements to reports and interfaces for labor relations, benefits, position management,
which will be used by the HR staff.

More details about the new tools will be available on MySource in the near future and users of
the tools will receive training for each of the new Manager Tools applications as they are
introduced.

Questions regarding the HR transformation can be submitted using MySource feedback.
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The Manager Tools (PeopleSoft 8.9) Transformation Program
encompasses four major elements*:

Manager Tools

Recruiting
Solution

PeopleSoft
8.9 Upgrade

Compensation

MD

Manager Desktop

\

PS V8.8 -> 8.9 Upgrade Modules
*HR
*Benefits
*Position Management
eLabor Relations

y

* *|t also provides for the implementation of new interfaces to P2P, Workbrain, Payroll,
Performance Source and HRSource applications. (The dotted lines represent two-way data
delivery).



-

Transformation
Quick Facts:

Purpose of Governance:

¢ Manage relationship
between business and
service provider

e Balance value
realization and risk
mitigation

Value Realization

e Ensure delivery of
savings

¢ Manage demand for
IBM services

e Leverage IBM's
capabilities

o Create optimization
through standardization

¢ Institutionalize process
improvements

Risk Mitigation

¢ Meet contractual
obligations

e Manage effectively

e Resolve issues rapidly

e Provide direction to
IBM

Governance Guiding

Principals:

e Focus on results for all
stakeholders, including
business units,
corporate functions,
employees and
customers

o Foster a fair, productive
and collaborative
relationship with IBM

e Maintain focus on
service excellence

o Clearly articulate,
monitor and report cost
savings and service
levels

e Maintain control
through review and
approval of key
decisions and
outcomes

e Encourage innovation
and implementation on
new and emerging
technology and
processes

o Empower and leverage
IBM'’s service expertise

Bay State Gas Company

Transformation Wpdaters s

One-page updates on the NiSource Business Transformaddh

1607261 April 2006

F&A HR IT

Supply Chain

M2C

CCC

Focus On: Achieving Cost Savings

applicable.

savings.

High-Cost Option

Use of laptop ($68.05 per manth)
Excess use of cell phones

Request and use of non-standard
applications

Multiple communications devices
(Blackberry, cell phone and pager)

Contact HR Service Center via phone
(Cost Associated)

lzsuing a payroll check manually
($4 0B per check)

Buyer-assisted purchases

Use of personal credit cards for campany
BXPENSES

Travel agent assisted booking
($35 fee air travel, $15 fee car or hotel)

Utilizing anly ane supplier for goods and
services when a competitive supplier
market exists

Payments made to lockbox by customers
Mailing paper hills to custamers

Encourage customers to call contact center

IBM Tools and Services
Low-Cost Versus High-Cost Options

Each resource and all work managed by IEM has an associated cost.
Emplovees can impact these costs by choosing the low-cast option when

The purpose of this guide is to communicate the actions that all employees
can take to directly help NiSource manage spending and achieve significant cost

Low-Cost Option

Use of desktop ($38.80 per month)
Use of land line phones

lUse of standard applications for ease of
support

lUse of ONE communications device

Access information and forms onling via
HRESource/MySource Portal (Mo charge)

Issuing a payroll check via direct deposit
($.39 per check)

Electronic procurement and support services
(Late 2006 or early 2007)

lUse of company provided T&E card

(e.g. American Express)

Travelport Online Bookings

($7 fee air travel, free for car or hotel)

Bidding goods and services among several
suppliers when a competitive supplier market
exists

Encourage use of ZapCheck by customers
Encourage use of E-Bill by customers

Employees utilize and promote customer use
of IYR and Web for NiSource gas and electric
account inquiries

Employees effectively Ltilize systems (e.g.
W3 far order scheduling to reduce
customer calls

Strong collaboration and coordination of
business process changes that may impact
customer call valumes

Update: Key Transition & Transformation Achievements and Upcoming Activities
ID Administration (Processing security access requests for IT systems and applications):

¢ Mid-March goal of eliminating backlog was met

e The access request process is being redesigned to ensure backlog does not reoccur
o Employee requests are now regularly being processed in five business days, with appropriate

approvals
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Employees can significantly impact outsourcing cost savings
Posted: 04-07-2006 at 03:00 Eastern Time

The enterprise-wide outsourcing transformation is well underway. As we continue to partner
with IBM to transform our key business functions, NiSource remains committed to the overall
goals of the effort:

Consolidate, standardize and redesign our support processes and improvements
Adopt best practices

Implement new and emerging technologies

Re-deploy capital to achieve our growth strategies

Achieve cost savings of $35-$40 million per year

As shown in the Operating Plan lllustration located in the Related Documents section of
the article, attaining these transformational goals is a key component of NiSource's balanced
plan to achieve long-term sustainable growth. This month's Transformation Update focuses on
a goal that all employees can help us achieve: cost savings.

The tools and services employees utilize can directly influence our annual outsourcing cost
savings. To help employees understand how their daily behaviors can influence our potential
cost savings, a guide has been developed that explains how some IBM tools and services
options are more costly than others. The guide, entitled "IBM Tools and Services: Low-
Cost Versus High-Cost Options" is located in the April 2006 Transformation Update.
This update can be accessed from the Related Documents section of this article.

Employees are encouraged to print the April Transformation Update and use the guide
listed as a reference when selecting IBM tools and services. Selecting low-cost options when
feasible will contribute to the overall cost savings of the outsourcing effort.
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Distribution Operations leadership team announces Organizational
Changes

Posted: 03-31-2006 at 09:45 Eastern Time

The NiSource Distribution Operations leadership team is announcing changes to their
respective organizations effective April 1, 2006. The changes are an extension of the new
leadership structure announced on Feb. 21 and recent changes at Columbia Gas of Ohio.
The new organization reflects the ongoing commitment to operational excellence and further
defines the field, engineering, and support functions.

These announcements are aligned with the NiSource distribution operations operating model
focusing on standardization of processes and procedures while providing central direction with
local implementation.

Several functions are being realigned reflecting the new organization and consistent with
transforming the distribution operations organization to one. The realignments include the
following:

Functions reporting to Shawn Patterson vice president engineering include engineering,
regulatory compliance, large projects and construction strategy, technical services, land and
survey, CDC and BSG-NU GIS mapping, CDC fabrication & welding shop, CDC meter shop and
system operations.

Direct reports to Patterson are:

Keith Dalton, manager, engineering and construction services, BSG-NU.
Rob Mooney, manager, engineering and construction services, CGV.
Mark Chepke, manager engineering and construction services, CPA-CMD.
Brian Schenk, manager, engineering, COH-CKY.

Jim Fiegle, director, engineering, Indiana.

Charles Crews, manager, technical services.

Steve Heatwole, manager, large projects and construction strategy.
Kevin Swiger, director, system operations.

Jim Roberts, manager, regulatory compliance and training.

Functions reporting to Peg Landini, vice president support operations include the service
planning and logistics operations for the CDC, and the scheduling, logistics & resource
planning for BSG-NU companies, gas dispatching for Indiana, applications support, CDC
operations planning, CDC new business, Indiana training center and COH resource planning
team.

Direct reports to Landini are:

Ken Lockhart, manager, CDC logistics center.

Nancy Parker, manager, central operations, Indiana.

Marie Walker, manager, operational services administration, BSG-NU.
Tom Adams, manager, applications support

Mary Gilstrap, manager, CDC new business.

Kris Emaus, manager, training center, NIPSCO.

Steve Wilner, project manager.

Bob Meekins, manager, operations planning.

Jeff Huff, project leader, support operations.

Chris Bedra, project leader, COH resource planner team.
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Functions reporting to Dan Cote, general manager, NiSource distribution operations east
(Maine, Maryland, Massachusetts, New Hampshire, Pennsylvania and Virginia) include field
operations, measurement and regulation, corrosion, leakage and construction services.

Direct reports to Cote are:

Mike Ernst, operations center manager, Northwest-Tidewater Region, CGV.
Andy Stone, operations center manager, Central Region, CGV.

Rick Burke, operations center manager, PA Central, CPA.

Bob Kitchell, operations center manager, PA North, CPA.

Jerry Kreiger, operations center manager, PA South, CPA.

Ron Blymire, operations center manager, PA East, CPA.

Doug Smallwood, operations center manager, Maryland

John DasSilva, operations center manager, Portsmouth, NH.

Paul Rogosienski, operations center manager, Portland, ME.

Pam Bellino, operations center manager, Springfield, MA.

Mike Laghetto, operations center manager, Lawrence, MA.

Bill St. Cyr, operations center manager, Brockton, MA.

David Cicoria, manager, system operations, CGV.

Luther Black, manager, measurement-regulation-corrosion, CPA-CMD.
Dana Argo, manager, system operations, BSG-NU.

Donald Merriam, manager, corrosion-leaks-facilities, BSG-NU.

TBD, construction services, BSG, NU, CGV, CPA, CMD.

Functions reporting to Tim Dehring, general manager, NiSource distribution operations
Indiana include gas and electric field operations, gas and electric system operations, NIPSCO
maps and records, electric reliability, gas storage operations and gas operations for NIFL and
Kokomao.

Direct reports to Dehring are:

John Graun, director, operations west, NIPSCO.

Harry White, director, operations east, NIPSCO.

Don Tokoly, director, electric distribution operations, NIPSCO.
Nancy Hechlinski, manager, maps & records, NIPSCO.
David Moore, manager, electric reliability, NIPSCO.

Dennis Muntean, manager, gas system operations, NIPSCO.
Terry Symon, manager gas storage operations, NIPSCO.
David Mueller, field manager, NIFL.

David Salmons, field manager, Kokomo.

Functions reporting to Dave Monte, general manager, NiSource distribution operations for
Ohio and Kentucky include field operations, measurement & regulation, corrosion, leakage and
construction services.

Direct reports to Monte are:

Jeff Winterstein, manager, construction services, COH-CKY.

Don Ayers, manager, system operations, COH-CKY.

Mike Webb, operations center manager, Ironton, OH and CKY.
Mike Schwieterman, operations center manager, Toledo.

David Carter, operations center manager, Springfield-Three Rivers.
Jerry Gray, operations center manager, Heartland-Lake Erie.
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e Mike Tice, operations center manager, North Pointe-Great Trail.
e Steve Sylvester, operations center manager, Muskingum Valley-Ohio Valley.
e Frank Davis, operations center manager, Columbus East-West.

Reporting to Meg Brown, vice president, work management include:

e Richard Langley, manager, performance improvement
e Work management implementation team.

"These adjustments to the organization are clearly tied to leading the transformation to one
across the NiSource distribution operations and are consistent with our operating model,” says
Harris Marple, senior vice president. "As our transition continues and we gain clarity on the
roles and responsibilities of the new organization, we must embrace both the opportunities
being developed through the WM-GIS initiative and our changing business requirements to
continue to provide safe and reliable gas and electric service," says Marple.
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Distribution Operations is Transforming to One . . .
GIS team begins Data Model Design Workshops

Posted: 03-10-2006 at 03:00 Eastern Time

Recently, Tim Dehring, general manager for Indiana, kicked off the first in a series of GIS
Data Model Design Workshop in Merrillville. The objective of these workshops is to define the
common data components required for a GIS system that will support design work across all
NiSource Distribution Operations companies, and will be integrated with the future Work
Management System. This first workshop focused on the data requirements for electric
distribution operations, while additional workshops are planned over the next five weeks that
will focus on the gas operations and landbase data requirements. Defining these consensus
data models is a required step leading to data conversion activities that will begin in the
second quarter of 2006.

What is GIS?

GIS stands for Geographic Information System, and this effort is part of NiSource Distribution
Operations' WM/GIS Transformation to One initiative. The GIS team is charged with
identifying, designing and implementing consistent processes and tools for managing and
utilizing the location component of NiSource Distribution Operations information. This new
GIS solution will build upon the capabilities of the current NIPSCO GIS project and the
mapping systems in the other distribution companies, providing enhanced features for
designing, updating and accessing detailed facility/asset data based on its specific location.

Engage Employees

As this project progresses, we will continue to reach out to employees across Distribution
Operations and all of NiSource-to ensure the best overall WM/GIS solutions are developed.
These GIS Data Model will draw on the knowledge and experiences of a select group of
employees. Participants have been invited from all of the distribution companies to represent
their area of expertise. The participants at the electric workshop alone had collectively over
700 years of company experience.

The core team leading this effort includes:

Tom Adams, Steve Espe, Julie Gerhart, Ben Gilman, Terry Iffland, Bob Roach, Kevin
Swiger, Sandy Thacker. The core team is also working with our strategic partners from IBM
and Miner and Miner.

Electric Workshop Participants:

Rich Belzowski, Tim Bersett, Chris Cook, Jill Gehrig, Ron Gang, Nancy Hechlinski,
Mike Kovach, Joe Pardek, Dan Piekarski, Bob Roach, Pam Scheeringa. Jack Swims,
Chuck Vamos, Jerry Wegner, Tom Wittenberger, Dianne Buche, Stanley Krzanowsky

Gas Workshop Participants:

Robert Allen, Tonya Anderson, Dana Argo, Pete Beko, Tim Bickford, Beth Caldwell,
Kevin Cline, Jim Cole, Ed Collins, James Cooper, Brett Fearnley, Julie Gerhart, Jason
Haner, Valerie Hengstler, Nancy Hechlinski, Dennis Heck, Terry Iffland, Lee Jordan,
Mike Kozlowski, Mike Mertes, Dave Muzzillo, Brian Powell, Steve Saffrit, Luke
Selking, Kathy Silver, John Tanger, Joe Woloch, Charlie Zambito

Landbase Workshop Participants:
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Melanie Blood, Deana Borovich, John Carr, Brett Fearnley, Eric Fletcher, Jill Gehrig,
Ben Gilman, Vonda Griffin, Lafayette Jordan, Timothy Kizer, Jason Lietz, James P.
Miller, Dave Muzzillo, John Nerden, Nancy Parker, Mark Pasyk, Jeffrey Perz, Daniel
Piekarski, William Reynolds, Pamela Scheeringa, Luke Selking, Brian Stage, Sandy
Thacker, Nelson White
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One-page updates on the NiSource Business Transformation March 2006

Transformation
Quick Facts:

Role of the
Governance Team

Tower/Business Leader:

¢ Interface with IBM for
NiSource Business Units

e Monitor IBM’s service &
performance

e Manage and resolve issues

e Manage employee
satisfaction with IBM

e Manage demand for service

Contract & Compliance:

¢ Define current and future
scope of contract

e Manage contract changes

e Oversee compliance with
regulatory, legal and audit
requirements

e Manage dispute resolution
process

Enterprise

Transformation:

e Communicate transition &
transformation information

¢ Design and facilitate training
for new tools and processes

e Ensure appropriate change
management plans are in
place

Financial Management:

¢ Review invoices to ensure
accuracy

e Track demand for and
consumption of IBM
services

e Ensure we meet financial
targets

Project and Program

Management:

¢ Provide oversight on major
projects

e Monitor IBM’s performance

e Manage request for services
process

Service Quality and

Performance:

e Manage cross functional
ISsues

¢ Implement service
performance metrics

¢ Monitor overall service
performance of IBM

¢ Develop and manage
standard service
performance methodology

Focus On:
New transformation rollout schedule developed

An updated schedule is in place for introducing new business support tools and
technology enhancements across the NiSource business units.

In February, NiSource and IBM agreed to reschedule the launch of new Finance &
Accounting and BuySource procure-to-pay applications (originally scheduled April 1).
The change was made to provide for a smoother implementation of the tools and a
better experience for end users.

“With this new schedule, we have a stronger level of assurance that the implementation
of these new tools and processes will meet the needs of NiSource, its employees and
customers,” Violet Sistovaris, Senior Vice President of Administrative Services, said.
“This schedule also takes into consideration that there are significant training and
change management components to each of these initiatives. This new schedule also
moves the HR Manager Tools implementation to Aug. 1 to take into consideration the
time and resource demands these changes will place on our managers and
employees.”

One thing that has not changed is the ultimate goal of NiSource’s business
transformation. “The purpose of NiSource’s business transformation remains to
implement new and emerging technologies, achieve cost savings, and deliver value for
NiSource, our employees and our customers,” Sistovaris added.

Here is the updated schedule for the key NiSource business transformation initiatives:

New Tools/Processes by Business Unit New “Go-Live” Date Original Date
Introduction of new Finance & Accounting and

BuySource procure-to-pay applications at Pipeline July 1, 2006 April 1, 2006
and Corporate Services.

Introduction of new Human Resources Manager

Tools and related applications at All NiSource August 1, 2006 July 1, 2006

Companies.

Introduction of new Finance & Accounting and
BuySource procure-to-pay applications at NIPSCO
Gas and Electric Distribution and Bay State
Gas/Northern Utilities.

January 1, 2007 January 1, 2007

Introduction of new Finance & Accounting and
BuySource procure-to-pay applications at
Columbia Gas distribution companies.

July 1, 2007 July 1, 2006

Additional information about training and change management support for each of
these initiatives will be available soon. It is important to note that the schedule for F&A
and BuySource has not impacted the work being done by the Work Management
Team.

Update: Key Transition & Transformation Achievements and Upcoming Activities

e Travel policy rollout (Jan-Feb 06)

e Supply Chain Management Emptoris Sourcing Portfolio launched (Feb 06)

e Travelport, the new online travel reservation tool launched (March 06)

e New IT access review procedures for systems, applications & data (March 06)
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New transformation rollout schedule developed
Posted: 03-09-2006 at 02:51 Eastern Time

An updated schedule is in place for introducing new business support tools and technology
enhancements across the NiSource business units.

In February, NiSource and IBM agreed to reschedule the launch of new Finance & Accounting
and BuySource procure-to-pay applications (originally scheduled April 1). The change was
made to provide for a smoother implementation of the tools and a better experience for end
users.

"With this new schedule, we have a stronger level of assurance that the implementation of
these new tools and processes will meet the needs of NiSource, its employees and customers,"
Senior Vice President of Administrative Services Violet Sistovaris says. "This schedule also
takes into consideration that there are significant training and change management
components to each of these initiatives. This new schedule also moves the HR Manager Tools
implementation to Aug. 1 to take into consideration the time and resource demands these
changes will place on our managers and employees."

One thing that has not changed is the ultimate goal of NiSource's business transformation.
"The purpose of NiSource's business transformation remains to implement new and emerging
technologies, achieve cost savings, and deliver value for NiSource, our employees and our
customers," Sistovaris adds.

Here is the updated schedule for the key NiSource business transformation initiatives:

. : New "Go- Original

New Tools/Processes by Business Unit Live" Date Date
IntroducUon of new Flna}ncg & Accounting and BuySpurce procure- 07/01/2006 | 04/01/2006
to-pay applications at Pipeline and Corporate Services.
Intro.duc_t|on of new I_—|uman Resources. Manager Tools and related 08/01/2006 | 07/01/2006
applications at All NiSource Companies.
Introduction of new Finance & Accounting and BuySource procure-
to-pay applications at NIPSCO Gas and Electronic Distribution 01/01/2007 | 01/01/2007
and Bay State Gas/Northern Utilities.
Introductlon of new Finance & Accountmg z_and BuySource procure- 07/01/2007 | 07/01/2006
to-pay applications at Columbia Gas distribution companies.

Additional information about training and change management support for each of these

initiatives will be available soon.

It is important to note that the schedule for F&A and

BuySource has not impacted the work being done by the Work Management Team.




Bay State Gas Company
D.T.E. 06-31

Attachment DTE-BSG-1-10 (C)
Page 26 of 261

Travelport goes live
Posted: 03-02-2006 at 05:00 Eastern Time

NiSource has launched Travelport, the new online travel reservation tool. This milestone
signifies an important accomplishment because it is one of the first steps in the
standardization and streamlining of the company's operations and reporting capabilities and is
an enabling component of our Transformation to One.

For NiSource to realize the necessary cost savings, leaders and managers have committed to
complying with the new policy, and will be looking for employees to do the same. NiSource
travelers and travel arrangers should begin using the new tool immediately; logon
instructions are available on the NiSource Travel Desk.

Travelport provides NiSource with the best combination of service and savings, and will
support the updated Travel Policy by:

e Providing the technology to enable the leveraging of spend across all travel suppliers
which will drive projected savings of $850,000 annually.

e Driving hotel savings through the easy identification of the 31 preferred hotels in the
13 most frequently traveled cities

e Improving access to negotiated rates with preferred airlines: Delta, United, USAir

The new Travelport tool is both user-friendly and cost effective, thus saving NiSource both
time and money. "The greatest benefit of the Travelport tool," says Carol Fox, travel
category executive, "is that employees will increase the savings opportunities with each
reservation booked online."

These savings include:

e Online Bookings -- $7 (price could drop to $4 with 90% adoption) for air travel; FREE
for car or hotel bookings.

e Phone Agent -- Up to $35 total for agent assisted booking for air travel; $15 for car or
hotel bookings.

NiSource employees are expected to use negotiated preferred suppliers to the fullest extent
possible. Although the preferred suppliers (air, hotel, car rental) will be easily identifiable
through the Travelport tool, there will also be times when it will be easier to simply call
Enterprise or the hotel directly. Employees are encouraged to use their best judgment in
determining reasonable cost if preferred supplier hotels are sold out or when traveling outside
one of the 13 most frequently traveled cities.

How to get help

As with any system implementation, there will be some challenges in the early days of using
the Travelport system - particularly as we continue to ensure that all negotiated NiSource
rates are loaded accurately. An updated list of FAQ’s, as well as Quick Reference Guides for
both Travelers and Travel Arrangers, are posted on the MySource Travel Desk.

If you cannot find answers to your questions, please contact traveladmin@nisource.com.

If you are unable to logon to the Travelport system, absolutely must book your travel through
a telephone agent, have navigation or system functionality questions, or are experiencing
other technical difficulties, please contact Travelport Customer Service at 1-800-320 -
2158.
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Leadership Summit focuses on execution excellence, delivering business
results

Posted: 03-01-2006 at 13:01 Eastern Time

NiSource Leadership Council members gathered in Merrillville this week to confirm NiSource's
business direction and to drive execution of the company's 2006 Operating Plans.

CEO Bob Skaggs kicked-off the meeting by reinforcing NiSource's continued commitment to
its four-part platform for long-term, sustainable growth:

Expansion and commercial growth in the pipeline and storage business;
Commercial and Regulatory Initiatives;

Financial Management, and

Process and Expense Management.

Skaggs shared details of his Performance Management Worksheet for 2006 and reviewed the
Balanced Scorecard that NiSource's senior leadership team will use to drive overall
performance and track results on key objectives throughout the year.

Also at the meeting, NiSource business unit leaders discussed key initiatives designed to
achieve specific financial or operating targets for each of their areas.

"We have developed a framework for setting clear, straightforward performance targets, and
then delivering on those expectations,” Skaggs said. "As we proceed through the year, we will
be aggressively managing performance and providing regular updates to our external and
internal stakeholders."

Skaggs also updated the group on the outcomes of several corporate actions launched in
December designed to reduce costs as a means of contributing to NiSource's earnings outlook
(see related article).

"Our charge as the NiSource leadership team is to deliver on our commitments to
shareholders, customers and employees," Skaggs said. "That means focusing on execution,
reinforcing our Transformation to One, driving performance management, and communicating
with clarity and transparency.”

"We have validated that we have the right plans, capabilities and commitment to take on this
effort," Skaggs added. "Now, we need to bring home the results."



Bay State Gas Company
D.T.E. 06-31

Attachment DTE-BSG-1-10 (C)
Page 28 of 261

Next ethics training module for targeted audience
Posted: 02-22-2006 at 02:47 Eastern Time

The newest business ethics module, Sarbanes Oxley (SOX): Certifications and Section
404 Controls, will be introduced to specific group of employees in early March 2006.

The SOX module is designed to raise awareness about corporate governance issues. It
identifies items management must certify and the penalties SOX applies to different
employees. It also provides an overview of the requirements for internal controls that SOX
applies to companies, the steps of the most widely used internal controls framework in the
U.S. and ways to test the effectiveness of an internal controls framework.

The only employees who will receive this module are managers, directors, officers,
and SOX process owners and control testers. These employees will be sent a link to the
module. The module can also be accessed using the MySource home page by clicking on
Business Ethics. Click on Ethics Electronic Training under the blue bar titled Business
Ethics Electronic Training. Login using your six-digit employee ID number and the generic
password of "nisourcel.” Then select the Sarbanes Oxley: Certifications and Section 404
Controls module.

The module will take approximately 30-45 minutes to complete. Employees with questions
about the training should contact Nancy Wells at (219) 647-4231.
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Distribution Operations leadership realignment announced
Posted: 02-21-2006 at 13:28 Eastern Time

Harris Marple, senior vice president of Distribution Operations, today announced a
realignment of the Distribution Operations leadership structure to support realization of the
Distribution Operating Model (click on link under Related Documents in the right column
to view) and implementation of the Work Management/GIS technology and process
transformation across all the NiSource distribution companies.

The changes also are aligned with NiSource's ongoing executive consolidation program and
other corporate actions designed to position the company to deliver on its 2006 operating
plans and establish a platform for long-term, sustainable growth.

"The goal of this effort, first and foremost, is to support execution of our operating plans and
drive business results,” Marple says. "To achieve that level of excellence, we are committed to
our operating model in which we focus on the basics, standardize processes and procedures,
execute extraordinarily well, engage the workforce, and provide central direction and local
implementation. This realignment represents the beginning of a process that will continue to
evolve as we execute our business plans and implement our operating model."

The new distribution leadership structure, effective March 1, includes:

e Meg Brown, vice president of Support Operations, transitions to a full-time role
as vice president leading the implementation of Work Management and GIS.

e Peg Landini, general manager for Virginia, becomes vice president of Support
Operations, located in Columbus.

e Shawn Patterson, general manager for Pennsylvania and Maryland, becomes
vice president of Engineering, located in Columbus.

e Dan Cote, general manager for Bay State/Northern Utilities, assumes the
expanded role of general manager for New England, Pennsylvania, Maryland
and Virginia, located in Pittsburgh.

e Dave Monte, vice president, Technical Operations, becomes general manager
for Ohio and Kentucky.

e Tim Dehring, general manager for Indiana Operations, continues in his current
position.

In related changes:

e Mark Wyckoff, general manager for Ohio and Kentucky, transitions to a targeted
corporate initiative that's charged with developing new alternatives for NiSource's
Whiting Clean Energy facility.

e Reg Carter, vice president, New Business Processes, is retiring effective March 31.

"I have thoroughly enjoyed my role as general manager for Ohio and Kentucky," Wyckoff
says. "l am especially grateful to have worked with and learned from such a talented team of
energized leaders."

"The people I've worked with have been tremendous and I'm proud of what's been
accomplished," Carter said. "I'm confident Distribution Operations is on the right track.

Transforming to One and Work Management are vital to the future of our company and will
take us to the next level. There'll be changes, as you would expect to see with any major
initiatives. However, when you envision the future, we'll be leading the industry in how we
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deliver natural gas and electricity. That's got to be good for everybody, both employees and

customers."
With Carter's retirement, the New Business function will report to Support Operations.

"On behalf of the entire NiSource team, | want to thank both Mark and Reg for their many
outstanding contributions to the Distribution Operations group,”™ Marple says. "They have been
instrumental in setting the foundation for us to Transform to One."

All new reporting relationships will be effective March 1, or earlier as determined within
individual work groups. As these leadership changes are implemented, any resulting changes
in reporting relationships will be discussed with managers and other direct reports.

"Our realigned leadership team will indeed deliver," Marple says. "l have the utmost respect
for and confidence in these very talented individuals. Their united commitment to the
operating model, coupled with the unique skills and experience they each bring to the table,
will successfully guide us through the challenging and exciting times that lay ahead."
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Hoover named Enterprise Transformation director
Posted: 02-16-2006 at 12:59 Eastern Time

Angel Hoover has been named director of Enterprise Transformation, a role in which she will
lead efforts to coordinate and integrate change management activities across NiSource’s
business transformation initiatives.

"As we move forward with a wide range of business transformation activities, effective and
integrated change management support will be vital to our success,” Violet Sistovaris, senior
vice president of NiSource Administrative Services, says. “l am delighted Angel has agreed to
coordinate these efforts for us. She will be working closely with leadership counterparts at
IBM, as well as with change management teams across NiSource, to help provide support for
our leaders and employees as we roll out new business tools and processes.”

Hoover has been a key member of the Enterprise Transformation team since the creation of
the group last year. Since joining NiSource in 2003, she has served in a variety of roles
related to change management, including work in communications, organizational
development, distribution operations and human resources. She has a master’s degree in
Industrial and Labor Relations from the University of Wisconsin at Madison, and worked as a
manager in consulting with Accenture Inc. before joining NiSource.
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Transformation Update -- Issues Management and Resolution Process
Posted: 02-15-2006 at 11:01 Eastern Time

As we continue to transform our business, we are committed to providing updates on key
achievements and upcoming transformation activities. We will also be providing information on
a variety of new processes and tools that we will be implementing to support our organization.

One of the new communications tools we have developed is a one-page Transformation
Update. This month's update focuses on the Issues Management and Resolution Process.

As is the case with any major change, we know that some employees will experience issues or
concerns as a result of the transition and transformation of business support activities. To help
resolve these concerns as effectively and efficiently as possible, NiSource and IBM have jointly
established an Issues Management and Resolution Process. Please see the Transformation
Update - February 2006 document for detailed information on this newly established process.
This document can be accessed from the Related Documents link in the right column.

This process provides employees with a clear path for gaining resolution to their issues and
concerns regarding outsourced services.
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Transformation
Quick Facts:

Our Transformation Goals:
¢ Consolidate, standardize
and redesign support
processes to improve

services & reduce costs
e Adopt best practices
¢ Implement new and
emerging technologies
¢ Achieve cost savings
¢ Re-deploy capital to
achieve growth strategy

Our IBM Deal:

e 10-year agreement

e $395 million net
operating and capital
savings over 10 years

e $35-$40 million savings
annually

Functions Involved:

All or portions of:

¢ Human Resources

e Finance and Accounting
e Supply Chain

e Customer Contact
Centers

Meter to Cash

e Sales Centers

¢ Information Technology

Process to Deliver Results:

e Contractual obligations
to maintain or improve
service quality

e Contractual obligations
to meet performance
standards

¢ Joint governance
processes for contract
changes, compliance
and requests for new
service

e Partnership on Issues
Management/Resolution
Process

All Employees Can Help:

e Support rollout and use
of new processes/tools

o Participate in training as
appropriate

¢ Use designated contact
methods in contact
brochure

e Escalate issues or
concerns to direct
supervisor when issue
has not been resolved
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Focus On:

Issues Management and Resolution Process
Where do | go for help?

As is the case with any major change, we know that some employees will experience issues or
concerns as we transform our business support functions.

To help resolve these concerns as effectively as possible, NiSource has established an Issues
Management and Resolution Process (outlined below).

Listed below are the steps employees should follow to escalate issues or concerns:

Step 1:

e Employees should report his/her issues or concerns to the appropriate business area,
using the designated contact method (phone number, e-mail or web address) listed in
the Contact Information for Employee Related Services brochure. The brochure
is located on the MySource homepage under the “Quick Links-Helpful Resources”
section. The brochure can also be found by entering “Contact Information for
Employee Related Services” in your search function at the top of the MySource home

page.

Please Note: Turn-around time for issue resolution will vary depending on the issue
or concern being addressed.

e If an employee does not receive a response within 72 hours acknowledging that the
issue/concern has been or is in the process of being resolved, he/she should then
report his/her issue or concern to his/her direct supervisor.

e The supervisor must confirm that the employee has completed Step 1 of the process
and has not received a solution. The supervisor should then determine if the issue or
concern should be escalated. If a supervisor determines that the issue or concern
should be escalated, the supervisor should proceed to Step 3.

e Supervisors should escalate the issue or concern to the appropriate NiSource
Business/Tower Leader (leaders are listed on page 3 of the Contact Information for
Employee Related Services brochure).

e Once an issue or concern is escalated to the NiSource Business/Tower leader, that
leader will work with their service area to develop a solution.

Where do | go for help?

Supervisors Can
Escalate
Issues/Concerns
(@100

Your First Pointof | If You Experience
Contact for - Continuing

?”Si”efé Support |- Issues/Concerns
SSUESSoncens) - after 72 hours...

The appropriate
NiSource
”‘Business/Tower

Leader

Report issues or
concerns to the [
appropriate §
business area,

) Notify your
" supervisor

Vice President HR

using the N - Vice President IT
designated H Supervisors should H Vo R R ey EnfD
contact method - (Gl (R ETAT e - Vice President Meter to
- have attempted to resolve - Cash
(phone number, |- issues/concems priorto |- Vice President Sales
e-mail or web - escalating to the - Centers
appropriate NiSource - Director Customer Contact
- Centers

address)* : [Eater
N F&A Unregulated Segment
o Controller

+See Contact Information for Employee Related Services Brochure for designated contact
methods. If employees are unable to get issues/concerns resolved they should

ha aeralated tn the annranriata NI Riicinace/Tawer | aadar

Update: Key Transition & Transformation Achievements and Upcoming Activities
HR Service Center established (Oct 05)

IT Help Desk transitioned to IBM (Dec 05)

Payroll activities transitioned to IBM (Jan 06)

Performance management tool rollout (Jan-Feb 06)

Travel policy and tools rollout (Jan-Feb 06)

BuySource and Time & Labor rollout at Pipeline, NCS (TBD)
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NiSource reports 2005 financial results and provides 2006 earnings
guidance

Posted: 01-31-2006 at 08:30 Eastern Time

NiSource Inc. today (Jan. 31, 2006) announced net operating earnings (non-GAAP) of $375.4
million, or $1.38 per share, for the 12 months ended Dec. 31, 2005, compared with $405.8
million, or $1.54 per share, for 2004 (all per-share amounts are basic).

The 2005 results exceeded the revised net operating earnings guidance of $1.32 to $1.37 per
share, issued in November 2005. Net operating earnings are a non-GAAP financial measure
that NiSource defines as income from continuing operations determined in accordance with
Generally Accepted Accounting Principles (GAAP) adjusted for certain items.

The decrease in net operating earnings of $30.4 million for 2005 compared with 2004 was the
result of higher depreciation expense, primarily from the 2004 expiration of the prior
regulatory stipulation for Columbia Gas of Ohio (COH); decreased usage by natural gas utility
customers, primarily due to higher gas prices; incremental costs associated with the Midwest
Independent System Operator (MISO) in NiSource's Indiana electric market; and lower net
revenues in the gas transmission and storage business due primarily to the 2004 renegotiation
of contracts with NiSource pipelines' major customers, net of remarketing activities. These
impacts were partially offset by strong cost management and improved results from Whiting
Clean Energy.

NiSource President and Chief Executive Officer Robert C. Skaggs, Jr., noted that 2005 was
expected to be a base year from which the company would grow off a focused, four-point
business platform.

"Despite the challenges of record high natural gas prices, the impact of hurricanes and a
dynamic energy market environment, the NiSource employee team put in place the four key
elements of our platform for growth: expansion and commercial growth in the pipeline and
storage business; regulatory and commercial initiatives; management of the balance sheet;
and expense management,"” Skaggs said.

"We made significant progress on pipeline and storage growth projects, with the Hardy
Storage project in West Virginia receiving its Federal Energy Regulatory Commission (FERC)
certificate to move forward, Millennium Pipeline signing Consolidated Edison and KeySpan as
anchor customers, and Columbia Gas Transmission's Eastern Market Expansion moving
forward toward a 2009 in service date based on definitive agreements with four East Coast
customers," he noted. "In addition, our Bay State Gas Company subsidiary received approval
of a rate increase in Massachusetts, resulting in $11.1 million in annual revenue increases.

"We completed major refinancings that will yield approximately $43 million in annual interest
expense savings beginning in 2006, as well as a new, five-year $1.25 billion revolving credit
agreement that reduced short-term borrowing rates by 27.5 basis points,” Skaggs added.

"In addition, we began implementing sweeping process and cost management initiatives
through transformation of NiSource's back-office processes and systems in conjunction with
the outsourcing contract with IBM, and we initiated a corporate streamlining effort that will
include reducing office locations, realigning executive compensation and reducing executive
positions."

Based on this progress in 2005 and the successful launch of NiSource's four-point business
platform, Skaggs announced that NiSource expects 2006 net operating earnings in the range
of $1.45 to $1.55 per share.
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This earnings guidance is based on typical assumptions such as normal weather, customer
growth offsetting usage declines, and customary increases in costs such as depreciation, taxes
and employee and administrative expenses. Other factors built into NiSource's business plan
include: the successful completion of key regulatory and commercial initiatives; achieving
expected savings from the outsourcing to IBM; deferral of MISO costs beginning Aug. 1; and
modest deterioration of results from Whiting Clean Energy, which benefited from a strong
market during the summer 2005 period.

A chart that was released with NiSource's press release and that is available on the NiSource
Web site provides additional detail on the assumptions related to 2006 guidance.

NiSource's 2006 guidance for income from continuing operations (GAAP) is in the range of
$1.42 to $1.52 basic earnings per share. Transition costs associated with the outsourcing
initiative with IBM represent the 3 cents per share difference between net operating earnings
and income from continuing operations.

"We have a solid plan to manage through the challenges we expect in 2006 and remain
focused on our platform for growth. We have some aggressive objectives on the revenue side,
and we also have a strong track record of managing our expenses," Skaggs said.

"We look forward to keeping investors and all interested stakeholders updated on our
progress."

The full earnings release, including a discussion of operating earnings results by segment of
NiSource's business, is available on the NiSource Web site.
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Pipeline and NCS reps participate in Finance, Supply Chain
transformation overview

Posted: 01-26-2006 at 13:26 Eastern Time

More than 50 leaders from Pipeline, NiSource Corporate Services (NCS), IBM and a variety of
other NiSource functions gathered in Columbus last week to discuss changes in the Supply
Chain and Finance & Accounting (F&A) areas as part of NiSource's Transforming to One
effort.

Starting in the second quarter, employees at Pipeline and NCS will be among the first in the
corporation to use new processes and tools as part of the F&A and Supply chain
transformation:

e New common platforms for:
Financial Systems
O&M Budgeting
Data Warehouse
Time & Attendance
0 Expense Reporting
e A single procurement system, called BuySource, to source materials and services
giving the company better specifications and controls

Oo0O0Oo

The Columbus meeting provided an opportunity for representatives from Pipeline and NCS to
meet with transformation leaders to discuss details of the upcoming changes, how the new
processes, tools and systems will work together, and how the changes would be introduced to
employees. The session (called a Business Requirements Review/System Requirements
Review) is part of IBM's standard process for transformation implementations.

"This meeting helped improve my knowledge of the scope of the changes and the plans for
rolling out new tools and processes in our organization,” Pipeline Field Services Manager
Sheree Parks-Downey says. "l also think the discussion provided some good input for the
business transformation teams on things they should consider as part of their strategies."

"l agree that this meeting was extremely helpful for us in ensuring broader awareness and
insight into our plans," Vice President of Governance Sherry Gavito, says. "Beyond that
direct input, I was also extremely pleased to see such strong commitment from our business
unit partners to support the successful implementation of this effort. We all know change is
difficult, and there will be some bumps along the road. But by working together, we can
achieve the value of these new tools and processes for our employees and customers with as
little disruption as possible."

Watch for additional updates as the Transforming to One effort moves forward, including
details about specific training and rollout schedules across NiSource. For more information
about these transformation efforts, please submit your questions using MySource feedback.
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Employees to receive Performance Source training
Posted: 01-09-2006 at 10:30 Eastern Time

Training for Performance Source, the new online performance management and
development tool, is about to begin.

"We're asking for employees to support this new performance management tool and engage
in the necessary training," says Senior Vice President of Human Resources Rob Campbell.
"This process will help us achieve our corporate goals while also advancing employees'
professional goals and development.”

Two types of Performance Source courses will be offered:

1. Performance Source for Leaders: a half-day hands-on workshop intended for
individuals who have leadership responsibilities within the performance management
process

2. Performance Source Sametime Sessions: a 2 % hour interactive session intended
for employees in a non-supervisory role who will use Performance Source tool to
support their ongoing performance management process

During training, employees will learn more about how the new electronic tool will assist in:

e Aligning goals across the organization
Setting expectations
Development through the use of competencies (the behaviors, personal attributes,
knowledge and skills that correlate to success in a role or position)

e Monitoring progress and successes

Over the next week, employees who will be using Performance Source will receive e-mail
notification asking them to register for the appropriate Performance Source training. The e-
mail will explain which course an individual needs to participate in based upon their role in the
ongoing performance management process.

The e-mail will provide employees with instructions on how to view available training sessions
(Sametime sessions or instructor-led course offerings by location), how to select and register
for the session of their preference, and who to contact if they have questions on the
registration process.

Performance Source Training for Leaders will take place Jan. 18 - Feb. 3. Performance
Source Sametime Sessions will be conducted Jan. 30 - Feb. 17. Employees will be able to
begin using the tool as soon as they have completed their training.

"Performance Source provides NiSource with a new level of performance management
capability,” notes Campbell. "This new performance management tool directly supports our
goal to engage our employees and deliver on our operating plan commitments."

Questions regarding Performance Source, NiSource's transformation, its relationship with IBM,
or any other topics can be submitted using MySource feedback.
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Reminder: Use new number when contacting payroll
Posted: 01-04-2006 at 14:38 Eastern Time

On Jan. 1, 2006 IBM assumed responsibility for payroll processing for NiSource. As part of
this transition the number employees should use for payroll related inquiries has changed.

The new phone number to use in contacting payroll is: (888) 257-2588.

The email address will be for payroll issues will remain payroll@nisource.com

If you have any questions about NiSource's finance and accounting (F&A) transformation, our
relationship with IBM, or any other topics, please feel free to use the MySource feedback
link (located on the MySource home page) to contact the F&A transformation team.
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New payroll contact number now live
Posted: 01-04-2006 at 06:35 Eastern Time

On Jan. 1, 2006 IBM assumed responsibility for payroll processing for NiSource. As part of
this transition the number employees should use for payroll related inquiries has changed.

The new phone number to use in contacting payroll is: 1-888-257-2588.

The e-mail address for payroll issues remains payroll@nisource.com

Questions about NiSource's F&A transformation, our relationship with IBM, or any other topics,
can be sent through the MySource feedback link (located on the MySource home page) to
contact the Finance and Accounting Transformation team.
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NiSource's transformation -- Many accomplishments in 2005; busy

season heading into 2006
A message from Violet Sistovaris

Posted: 01-03-2006 at 13:30 Eastern Time

Our accomplishments continue to build as we are Transforming to One. When we first
announced our transformation, we explained that the efforts to achieve our transition would
be largely in 2005 and, to a lesser extent, in 2006. Not surprisingly, December was a very
busy month in wrapping up many of our initiatives for 2005 and hitting many significant
milestones. This note will provide an update on many of those initiatives as well as provide
some thoughts on communications about transformation efforts in the future.

First, 1 want to thank all of you who have contributed to our transformation efforts thus far. |
hope everyone had a happy holiday season. Many of you participated in the transformation
initiatives outlined below right up until Dec. 31 - we appreciate your hard work. For your
reference, we have developed a brochure outlining many of the key contact points related to
our transformation. This brochure is posted on MySource at the following

link: Transformation brochure. You can also find it by searching for Employee Related
Services on MySource.

Key milestones include the following items in several of our transformation towers. More
communications, including more MySource articles, will follow about each one.

e In the IT tower, IBM assumed responsibility for the operation of the Technology Help
Desk, along with other IT activities, beginning Dec. 15. The transition of the Help
Desk to IBM should be seamless to employees who have come to rely on this valuable
resource as a "life line" for responding to computer-related problems 24 hours a day.
The Technology Help Desk's phone number will remain the same, 1-877-357-3911.
Charleston employees should begin using the toll-free number as well, instead of the
extension 3911, as this will be phased out over the next few months.

e In the HR tower, a new web-based performance management and employee
development tool, called Performance Source, will be rolled out to support the 2006
performance management process. This tool will streamline and enhance the current
performance and development planning processes. Performance Source will assist
employees in:

0 Aligning goals across the organization

0 Setting expectations

0 Developing competencies, and

0 Proactively managing progress and recognizing successes.

Performance Source is currently being piloted with the Executive Council, with rollout to the
full organization beginning in mid-January. Training and rollout will continue through February
2006.

e In the Supply Chain tower, a new travel policy is being rolled out effective January
1, 2006. This new policy will help us to achieve significant cost savings on travel
expenses in addition to helping us standardize processes across NiSource for more
effective reporting. In addition, this new policy will enable our preparation for the
Finance and Accounting transformation systems and processes that will begin rolling
out next spring, including a new expense reporting system. You can access the Travel
Desk from the top of the MySource home page to find out more over the coming
weeks.

e In the Finance and Accounting tower, IBM assumes responsibility for payroll
activities as of Jan. 1. Please use the following new number for payroll inquiries: 1-
888-257-2588. E-mail questions will still be received at payroll@nisource.com. For
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most of you this will not change any processes, but simply will be a new point of
contact to IBM's delivery center.
e In the Retail Sales Center tower, the Portsmouth, N.H., Retail Sales Center
activities will be consolidated into the Smithfield, Pa., Contact Center, which is now
operated for NiSource by IBM and Vertex. There, Retail Services-dedicated sales
representatives and resources began to serve customers with the ability to add
additional resources to handle seasonal demand peaks starting Dec. 19, 2005. The
Smithfield Center is expected to be completely operational for Retail Services by Jan.
4, 2006.

There are many other initiatives under way in all towers and many teams working towards
completing upcoming key milestones. Watch MySource to find out more over the coming
weeks. In addition, in 2006 we will be looking at additional ways to improve our
communications so that you receive valuable information about our transformation early,
often, and by multiple means in order to make our transitions most effective.

Thank you all for your hard work and cooperation this year and, again, happy holidays to you
and your families. | look forward to next year.

Finally, please remember that questions regarding NiSource's transformation, our relationship
with IBM, the activities and policies described above, or any other topics, can be submitted
using MySource feedback.
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Remember: New payroll contact number beginning Jan. 1
Posted: 12-30-2005 at 01:24 Eastern Time

On Jan. 1, 2006 IBM will assume responsibility for payroll processing for NiSource. As part of
this transition the number employees should use for payroll related inquiries will change.

The new phone number to use in contacting payroll is: (888) 257-2588.

The email address will be for payroll issues will remain payroll@nisource.com

This new number will not be available until January 1, until that time, please continue to use
the current process.

Further communications will be forthcoming. If you have any questions about NiSource's
finance and accounting (F&A) transformation, our relationship with IBM, or any other topics,
please feel free to use the MySource feedback link (located on the MySource home page)
to contact the F&A transformation team.
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Finance retained organization and new roles announced
Posted: 12-23-2005 at 05:37 Eastern Time

The NiSource Finance organization recently announced several changes to better support the
NiSource business units and facilitate the transformation process with IBM.

As the Finance and Accounting area goes through the transition and transformation processes,
Vice President and Controller Jeff Grossman and his senior staff retain responsibility for
financial reporting, budgeting and accounting, and have added responsibilities for financial
planning. Reporting to Grossman are:

e Ron Plantz, assistant controller; MitchHershberger, segment controller, Unregulated
Businesses;

Bob Kriner, segment controller, Energy Distribution East;

Linda Miller, segment controller, Northern Indiana Energy;

Susan Taylor, segment controller, Corporate Services;

Karen Townsend, segment controller, Pipeline;

Tim Bucci, director, Corporate Insurance; and

Rick Grzywana, director, Accounting Research and Financial Reporting.

Greg Bane, director, Financial Planning, Pipeline, also now reports to Grossman.

In addition, Kurt Nelson, manager, Financial Analysis, now reports to Plantz.

Grossman noted that Townsend is leading the F&A transformation effort for NiSource. Kriner
is overseeing the transition for Energy Distribution East, and Miller is overseeing the transition
for Northern Indiana Energy. The next steps in the process are the transition of Payroll to IBM
on Jan. 1, followed by the implementation of several new financial systems beginning in April
and rolling out first to the Corporate Services and Pipeline segments.

In other areas of the Finance organization, NiSource Vice President and Treasurer Dave Vajda
has added the responsibilities of a Finance and Strategy team, consisting of four directors
leading the strategic planning processes for the Corporate, and the capital allocation process
for Distribution (Operations and Regulated Revenue), Pipeline and Generation areas. Edwin
Chandrasekar, currently director of Planning and Capital Allocation in the corporate Finance
department, has accepted the role of director of Corporate Finance and Strategy. The other
three directors' positions will be filled soon. Also reporting to Vajda are Anthony Zerges,
director of Risk, in addition to Vajda's current direct reports: Vince Rea, director, Corporate
Finance; Tracy Ngo, director, Risk Management; and Steve Gallas, Benefit Plan Investment
Manager.

Recently Bill O'Malley, vice president of Finance for the Northern Indiana Energy companies,
retired. O'Malley joined NIPSCO in 1978 and served in various leadership positions throughout
his career. His responsibilities have been redistributed, with new reporting relationships
including:

e Cathy Hodges, director, Rates and Structure, reports to Mark Maassel, president of
NIPSCO.
Kristi Figg, manager, Financial Planning, reports to Miller.
Ernie Hasselbring, manager, Business and Support Services, reports to Jerry
Weeden, vice president, Generation.

e Nancy Hechlinski, manager, Maps and Records, reports to Tim Dehring, general
manager, NIPSCO.

Kathy Shroyer, vice president of Finance for the Columbia distribution companies and Bay
State/Northern Utilities, also plans to retire at the end of February 2006. Shroyer joined
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Columbia Gas of Ohio in 1978 and has served in a wide range of leadership roles throughout
her career. In preparation for this transition, effective Jan. 1, new reporting relationships for
Kathy's current staff will include:

e Kelly Humrichouse, director, Regulatory Accounting, will report to Kathleen
O'Leary, senior vice president, Energy Distribution Regulated Revenue.

e Bill Gresham, manager, Demand Forecasting, will report to Humrichouse.

e Brian Noel, manager, Financial Analysis for CKY, CGV, Bay State and Northern
Utilities, along with the rest of the Financial Planning and Analysis team for the
Columbia LDCs, Bay State and Northern Utilities, will report to Kriner.

"I would like to take this opportunity to thank Bill and Kathy for their many years of hard work
and dedication to the NiSource and Columbia companies,” says Mike O'Donnell, NiSource
executive vice president and chief financial officer. "Please join me in wishing both of them all
the best in their retirements. Please also join me in supporting all these leaders and their
staffs in their new roles.”

Organizational charts will be updated on MySource after Jan. 1.
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Finance and accounting transition and transformation update
Posted: 12-22-2005 at 02:54 Eastern Time

Beginning in April of 2006, NiSource will implement several new financial systems to improve
our financial processes. These systems include:

PeopleSoft General Ledger and Accounts Receivable

PeopleSoft EPM (Enterprise Performance Management, Data Warehouse)
Khalix Planning & Budgeting

WorkBrain for Time & Labor

GERS (Global Expense Reporting System) for Travel & Entertainment
Enterprise Buyer Profession (Accounts Payable)

The initiatives listed above have a number of benefits for NiSource:

Standard processes, leveraged across segments
Improved financial controls

Reduced costs

Increased accuracy

Consistency in methods and processes

Richer analytical capability

Improved transparency

Simplified reporting

Enhanced tracking of status and approvals
Improved efficiency and speed of financial processes

Schedule and Roll out
These enhancements will take place in stages, or waves to accommodate the various business
units across the NiSource enterprise:

1. Wave 1 - 4/1/06: Corporate, Pipeline (excluding Granite State)
2. Wave 2 - 7/1/706: Columbia Distribution, Kokomo, NIFL
3. Wave 3 -1/1/07: Bay State, NIPSCO, Granite State

Training

Naturally, employees will require training in these new systems. Training will be provided in a
"menu" approach. This means that there will be multiple opportunities and even multiple
media (classroom, web-based, etc.) available to provide as much flexibility as possible to the
business units in managing training time.

Internal NiSource subject matter experts will be trained by IBM to conduct the required
training for those impacted by the system implementation. Once training is complete, these
internal training experts will act as resources for questions on daily operations.

If you have any questions about NiSource's F&A transformation, our relationship with IBM, or
any other topics, please feel free to use the MySource feedback link (located on the
MySource home page) to contact the Finance and Accounting Transformation team. If you
would like a presentation for your organization, please contact Karen Townsend.
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Retail Services to accelerate transformation of sales center
Posted: 12-21-2005 at 14:28 Eastern Time

Growth is the name of the game for Retail Services, and with that objective comes a
commitment to focus on improving processes and performance levels. The Retail Services
Team has an aggressive five-year plan, with the goal of doubling its business.

One corporate-wide initiative that will provide Retail Services with the means to achieve its
goals is the outsourcing agreement with IBM. Starting Dec. 19, some Retail Services calls
previously handled by the Portsmouth, NH, Sales Center are now being handled by the
Smithfield, Pa., contact center. The full transition from Portsmouth to Smithfield is expected
to take place on Jan. 4, 2006.

"The outsourcing initiative will allow the Retail Services team to accelerate growth by
improving the way in which we enroll and service customers in retail energy products and
services," says Scott MacDonald, vice president, NiSource Retail Services. "Since a
significant portion of our profitability is driven by the performance in NiSource's sales center
and customer contact centers, further efforts to standardize, consolidate and make service
quality enhancements to these activities will pay off in the short term and create a stronger
platform for growth."

The solution for Retail Services will be to consolidate the Portsmouth, N.H., Sales Center into
the Smithfield, Pa., contact center, which is now operated for NiSource by IBM and Vertex.
There, Retail Services-dedicated sales representatives and resources will serve customers,
with the ability to add additional resources to handle seasonal demand peaks.

"Leveraging the Smithfield center management, support staff and infrastructure, and
enhancing employees' efforts with large-scale technology and performance management
should make a significant improvement in the sales center operation," adds MacDonald.
"We're certainly excited about the positive impact this will have on the Retail Services
business.”

Questions regarding NiSource's transformation, our relationship with IBM, or any other topics
can be submitted using MySource feedback.
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Payroll contact number set to change
Posted: 12-20-2005 at 05:49 Eastern Time

On Jan. 1, 2006 IBM will assume responsibility for payroll processing for NiSource. As part of
this transition the number employees should use for payroll related inquiries will change.

The new phone number to use in contacting payroll is: (888) 257-2588.

The e-mail address will be for payroll issues will remainpayroll@nisource.com This new
number will not be available until Jan. 1, until that time, please continue to use the current
process.

Further communications will be forthcoming. If you have any questions about NiSource's
finance and accounting (F&A) transformation, our relationship with IBM, or any other topics,
please feel free to use the MySource feedback link (located on the MySource home page)
to contact the F&A transformation team.
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2005 Performance management process wrapping up
New electronic performance tool set to launch in 2006

Posted: 12-15-2005 at 14:06 Eastern Time

As employees are closing out their 2005 performance management cycle, progress is being
made toward the rollout of Performance Source, the new online performance management
and development tool.

Last week, leaders from across the organization viewed a demo of the new tool at the
Leadership Summit in Merrillville.

A group of human resources and organizational development employees are currently testing
Performance Source and the Executive Council will pilot the tool during the week of Dec. 19.
Beginning in January, employees throughout the organization will receive Performance Source
training and will have the opportunity to use the new tool as they begin the 2006 performance
management cycle.

Performance Source is one of the many benefits of the Transforming to One initiative, and it
directly supports NiSource leadership's commitment to engage employees and to deliver on
the operating plan commitments.

The new electronic tool will assist employees in aligning goals across the organization; setting
expectations; development through the use of competencies (the behaviors, personal
attributes, knowledge and skills that correlate to success in a role or position); and monitoring
progress and successes.

Check out this preview of the Performance Source performance management
worksheet (PMW).

The creation of the Development Focus Worksheet (DFW), while familiar to many, may be new
to some employees. Supporting individual development will be an important element of the
2006 performance management process. Check out this Performance Source DFW

preview.

There are many exciting features of Performance Source that you will learn more about
through the upcoming training planned for January-February 2006. Watch MySource for more
details about the rollout and training opportunities for Performance Source.

A Frequently Asked Questions document is available on MySource. Also, remember that
additional questions regarding NiSource's transformation, our relationship with IBM, or any
other topics, can be submitted using MySource feedback.
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NiSource's new travel policy coming in January
Posted: 12-15-2005 at 13:45 Eastern Time

As part of our continual efforts to optimize NiSource's financial performance and consistent
with our cost management strategy, it is essential that our travel-related costs are managed
effectively. Effective in January, we are implementing a new travel policy for NiSource to
leverage and focus the Company's travel spend to obtain the best travel discounts possible.

"As a result of this new policy, we will realize cost savings and achieve improved
standardization across NiSource for more effective reporting," says Carol Fox, NiSource's
supply chain category executive for travel, "In addition, this new policy will enable our
preparation for the Finance and Accounting transformation systems and processes that will
begin rolling out next spring, including a new expense reporting system."

More details will be communicated once the travel policy is finalized and negotiations with
vendors are complete; however, this article and the NiSource Travel Policy FAQ will provide
an overview of the new policy and transition requirements.

Highlights of the new policy include:

e The new travel policy is effective Jan. 1, 2006 with transition over the following
months. As an example of the transition, during the month of January you will receive
information about the new travel agency procedures, but most other preferred
suppliers will become effective as of Jan. 1, 2006.

e The new policy will apply to all of NiSource. In addition, Supply Chain Management
will continue to honor agreements with all contract employees and will work with our
contractors during negotiations to gain acceptance of our policy. Bargaining unit
employees should continue to use their normal sources to answer questions regarding
bargaining unit contracts and travel policy provisions.

e Required use of the American Express Corporate Card by all exempt travelers.
Subject to your manager's approval of your business travel needs, you can get an
American Express card at any time by sending an e-mail to
creditcardprogram@nisource.com from your NiSource e-mail address with the
following information: name, e-mail address, company, business unit, business phone
number, and your manager. Upon receipt of the request, we will send details for on-
line application with American Express. Please allow two to three weeks from the time
of your request to process your application, credit check, etc.

o All exempt employees who travel are required to have a NiSource American Express
credit card and must use it to purchase all travel expenses (where accepted). Of
course, there will be a few instances when a supplier does not accept the Amex card
and a personal card or cash will need to be used instead. Non-American Express card
expenses will be reimbursed by direct deposit.

Other specific elements of the travel policy include:

e The policy covers meals (employee and customer/client meals), travel agencies,
lodging, and transportation (air travel, rental car, personal car, and public
transportation).

e Travelers must use the negotiated preferred suppliers to the fullest extent possible.

e Air travel is authorized when the driving time is more than four hours or 200 miles one
way.

e A special reservation website is now available for our use on Southwest Airlines for
NiSource travelers at the following link: Southwest Airlines Program for NiSource
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e Employees are required to rent vehicles when the total reimbursement (using the
current IRS per mile rate) for the use of a personal car exceeds the car rental rate.
(We will provide further detail when negotiations are completed).

e Single evening meals are reimbursable up to $30 (food, beverage, tip).

e Customer / Client Business meal expenses are reimbursable up to $75 per person
(food, beverage, tip).

e Team dinners (i.e. team recognition / meetings) are reimbursable up to $75 per
person (food, beverage, tip).

Look for more details and the formal travel policy on the MySource Travel Desk over the
coming weeks. You can access the Travel Desk from the top of the MySource home page.
We will have many additional communications about the policy once the various negotiations
are complete. In the meantime, if you have any questions about the policy, its applicability,
or approval requirements, please feel free to post questions to this link for MySource
feedback located on the MySource home page under the Inside this Community tab in the
center of the upper blue band.

Additionally, please remember that questions regarding NiSource's transformation, our
relationship with IBM, or any other topics, can also be submitted using MySource feedback.
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A letter from Bob Skaggs to NiSource employees
Posted: 12-06-2005 at 14:59 Eastern Time
Dear NiSource Team:

To keep you informed, | want to provide an update on our balanced plan to achieve long-term,
sustainable growth for NiSource. In particular, I want to share key items discussed at the
recent NiSource Board of Directors meeting and the Leadership Council Summit in Merrillville
this week.

Continued Progress

First, we remain on track with the key elements of our long-term growth strategy. Through
your continued strong efforts, we are making notable progress across each dimension of our
four-part platform. Some recent examples:

e We are advancing new Pipeline Growth initiatives, such as the Hardy Storage
Project, which recently received Federal approvals;

e We are delivering on new Regulatory and Commercial Programs, such as the
tremendous effort that resulted in our recently completed Bay State Gas rate case;

e We are enabling ongoing Cost and Process Management improvements, such as
the transformational outsourcing, our Work Management/GIS effort and important age
and condition work;

e And, through aggressive Financial and Cash Management, we are reducing interest
costs, maintaining our credit ratings and identifying new ways to finance future
growth.

It is worth noting that you are accomplishing these goals despite the impacts of hurricanes,
increased volatility in natural gas pricing and supply markets, business support transitions,

and the ongoing challenge of sustaining day-to-day operations. For these accomplishments
and your continued strong efforts, | again say thank you.

Solid Initiatives on the Horizon

Looking ahead, we have a host of strong 2006 - and longer-term - business initiatives on tap
for each of our major business units and support groups. As you may know, we are using a
common business planning process across all of NiSource this year. This standardized
Operating Plan approach, which is now linked with our Financial Plan process, is creating tight
focus, alignment and accountability across the company. As each business area finalizes its
Operating Plan-Financial Plan, leaders across NiSource will be rolling out specific 2006 goals
and targets within their teams. 1 also will be sharing with you the overall NiSource Operating-
Financial Plan, so you can see how your efforts are linked to our larger goals.

Corporate Streamlining/Cost Management

The Operating-Financial Plan process also has confirmed for us that 2006 will be a challenging
year. As you know, several business issues recently forced us to materially reduce our 2005
earnings outlook. Those issues will be continuing, and have the potential to affect our 2006
earnings outlook as well.

Given these immediate financial challenges, | have asked the Board of Directors and our
management team to consider several actions designed to streamline our corporate structure
and reduce support costs. Here are the specific actions that we're launching:

e Develop a Plan to Reduce Office Locations. By mid-January, we will develop a
plan to consolidate and dispose of several office locations. Specifically, we are looking
at options for the NIPSCO office building in Merrillville, the Marble CIiff building in
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Columbus, and the Fair Lakes offices in Northern Virginia. | want to emphasize that
this change is not designed to reduce jobs. Our goal is to reduce our costs associated
with maintaining and operating office facilities. We have notified employees at these
locations, and will be keeping them informed as alternative arrangements are
developed.
e Achieve Travel Savings. Starting January 1, we will implement policy changes
designed to deliver 6 percent of savings off the 2006 baseline. Some of the changes
will come from improved travel purchasing, while others will come from new travel
guidelines (such as a $30 limit on dinner costs). Watch for more information soon
about the travel policy changes.
e Reduce Corporate Aviation Costs. We have launched an effort to find ways to
reduce corporate aviation costs, including how we handle both passenger and patrol
activity. We will have the results of this study by the end of January.
e Reduce Corporate Support Budgets. | will be working with key leaders across
NiSource to find additional ways to tighten our corporate support services and
executive budgets for 2006. Decisions will be made by Feb. 1.
e Revise Executive Compensation Program. Subject to Board approval, we also will
be taking steps to revise our executive compensation program, including aligning
executive pay at the 50 percent level of our utility peer group, plus elimination of the
long-term incentive compensation program that can cost as much as $14 million per
year. These changes will create a program that reflects our financial realities and is
consistent with our overall compensation philosophy.
e Streamline Executive Ranks. By mid-February, we will be reducing our executive
ranks at NiSource by as much as 20 percent of the roughly 100 top executives. In
part, this will come through anticipated attrition and consolidation of vacant positions.
It will also come through purposeful decisions regarding how we can best create a
more streamlined and efficient leadership team.

Depending on your location and role in the organization, you will be hearing more about each
of these initiatives. Our goal is to complete these actions over the next 60 to 90 days, so that
we can quickly achieve the related financial savings, establish our corporate structure and
allow our teams to focus on their business initiatives.

Finally, as 2005 draws to a close, | want to restate the key messages | have shared with Wall
Street, the Board of Directors and our executives: NiSource is on the right track. You are
addressing our core financial realities. You are establishing realistic business plans and
targets. And you are doing what it takes to deliver results.

To you and your loved ones, all the best wishes this holiday season. For 2006 and beyond, |
offer my continued support and my deep appreciation for your daily commitment and
contributions.

Sincerely,

Bob
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New performance management and employee development tool set to
launch in 2006

Posted: 11-29-2005 at 05:00 Eastern Time

The Human Resources (HR) Tower is preparing for the launch of Performance Source, a
web-based performance management and employee development tool. The basic
performance management process will remain the same. However, instead of filling out a
paper-based form, employees will input their information into an electronic environment.

Performance Source will support the 2006 performance management process by streamlining
and enhancing the current performance and development planning processes.

"We have done wonderful work across the organization in developing operating plans for
2006," notes NiSource President and CEO Bob Skaggs. "However, having a plan isn't enough.
We need to execute the plan and monitor our progress in meeting our commitments.
Performance management is a critical component of our execution approach."

According to HR Tower Lead Joel Hoelzer, The new electronic tool will assist employees in:

Aligning goals across the organization

Setting expectations

Development through the use of competencies
Monitoring progress and successes

PP

"The new performance management tool is one of the many benefits of our Transforming to
One initiative," says Skaggs. "And it directly supports our commitment to engage our
employees and to deliver on our operating plan commitments."

The new performance management tool will rollout to NiSource leadership in December, and
beginning in January, employees across the organization will have the opportunity to use the
new tool.

Complete 2005 Performance Management
In preparation for the coming year, employees are encouraged to complete the 2005
performance management worksheets by Jan. 31, 2006.

Watch MySource for future updates about Performance Source.

Please remember that questions regarding NiSource's transformation, our relationship with
IBM, or any other topics, can be submitted using MySource feedback.
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November Update on NiSource's transformation -- The first 100 days
and beyond

A message from Violet Sistovaris
Posted: 11-18-2005 at 10:45 Eastern Time

We recently crossed the 100-day mark for NiSource's transformation initiative and our
relationship with IBM.

Our NiSource transformation leadership team met in late October to look back on those first
days - both the major strategic milestones and the more tactical day-to-day activities. The
IBM leadership team also held a similar session in early November. These sessions were
intended as a checkpoint to objectively evaluate the progress in our relationship to-date and
to identify opportunities to improve our efficiency and effectiveness in working together and
serving our NiSource customers. In addition to renewing their commitment to the success of
the relationship, both teams identified a series of opportunities for improvement that are being
translated into near-term actions.

Looking back, we have made considerable progress in kicking-off our transformation since July
1. Some key milestones include the Human Resource (HR) and Finance and Accounting (F&A)
transition events on Oct. 31 and Nov. 1, respectively along with associated applications
support in both F&A and HR for PeopleSoft. In addition to the major milestones you've heard
from us about, there have been many other critical activities happening every week that move
us toward future milestones. Some examples over the past month include:

e The Work Management tower conducted multiple workshops over a three week period
to develop an activity "blueprint”. This "Blueprint” identifies, defines and standardizes
activities that accomplish the management of work across Distribution operations.
These sessions brought together over 100 key leaders and influencers from across
Distribution Operations to define a common "activity model" for the future.

e A three-day design workshop in the F&A tower to finalize the technical design for the
new tools in F&A that we will begin rolling out next year.

e Continued rollout of contract governance and relationship management processes with
our partners at IBM.

Looking forward, we have many more exciting activities over the next two months. You can
expect to hear more about all of these items soon.

e The HR tower will be working with Leadership Council to begin the rollout of a new
performance management and employee development tool in December.
e The Meter to Cash tower will complete the initial phase of transitioning billing
exception activities to IBM.
e Key milestones in the IT tower over the coming months, include:
0 The IT support for some applications will be migrated to IBM locations,
including aspects of CIS, DIS, General Accounting, MAPPS, Time Reporting,
Work Management, and many others.
0 The Technology Help Desk will be transitioned to IBM's delivery center in
Toronto.

Note that the following changes to the original transformation schedules have been made:

e The launch of some PeopleSoft-related tools in the HR tower has been moved from the
end of 2005 to spring/summer 2006 in order to best incorporate an upgrade to
PeopleSoft 8.9 allowing for additional enhancements.
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e Due to the high impact of high gas commodity prices on our customers during the
winter heating season and the resulting anticipated high customer call volumes, we
have held off on transitioning some of our Lexington, Ky., customer contact center
activities to IBM/Vertex in Smithfield until March 31, 2006.

I want to emphasize that both NiSource and IBM believe that these adjustments are in the
best interest of NiSource, our employees and our customers. | will keep you posted on any
other adjustments to the schedules.

I also want to extend my thanks to everyone involved in the transformation for their
commitment and considerable effort thus far.

Please remember that questions regarding NiSource's transformation, our relationship with
IBM, or any other topics, can be submitted using MySource feedback.
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A message from Bob Skaggs regarding 2005 third quarter earnings
Posted: 11-11-2005 at 11:45 Eastern Time
NiSource Team:

As you probably have seen or heard, last week we reported lower-than-expected third quarter
earnings, and revised our 2005 earnings expectations from our original estimate of $1.47 to
$1.53 to a range of $1.32 to $1.37 per share.

Since the trigger for a payout under the 2005 NiSource Incentive Compensation Plan is $1.50
per share, it is now very unlikely we will achieve the minimum threshold required for an
incentive compensation payout.

I know this is disappointing news. Not just because of the financial impacts, but also because
you and your fellow employees have worked so hard this year to make this company a success
- day in and day out. Even now, | know people across NiSource are focusing on critical
priorities, such as preparing our operating systems for winter, developing 2006 operating
plans, and implementing business process transitions and transformations to help us
Transform to One.

I want to extend a sincere note of thanks to each and every one of you. You give this
company the strength we need to work through our challenges. And rest assured, NiSource
has a strong and balanced business plan that will enable us to realize long-term, sustainable
growth.

As | told financial analysts last week, we are in the midst of some unprecedented market
dynamics that are creating choppy business conditions that could extend into 2006. Some of
the primary issues we are facing include lower customer natural gas usage, continued losses
from our Whiting Clean Energy plant in Indiana, and unrecoverable costs associated with the
Midwest Independent System Operator (MISO) in NiSource's Indiana electric market. For
more information about our challenges, | encourage you to review our third-quarter earnings
announcement and our 10-Q filing, which contain straightforward assessments of our financial
situation.

I want to stress that our business fundamentals are solid, our key business initiatives sound,
and our operating plans challenging, but achievable. As | stated to analysts last week, I'm
committed to straight-forward and transparent communications, both internally and
externally, and in sharing our reality and progress toward achieving our goals.

I value your contribution to the NiSource team and look forward to working with you as we
address our challenges, capitalize on opportunities and grow this company together.

Thank you,
Bob Skaggs
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NiSource reports third-quarter results and revises 2005 earnings
guidance

Posted: 11-04-2005 at 08:06 Eastern Time

NiSource today announced net operating earnings, a hon-GAAP financial measure which
NiSource defines as income from continuing operations determined in accordance with
Generally Accepted Accounting Principles (GAAP) adjusted for certain items, were $16.5
million, or 6 cents per share (all per-share amounts are basic), for the three months ended
Sept. 30, 2005, compared with $26.9 million, or 10 cents per share, for the comparable period
a year earlier.

For the nine months ended Sept. 30, 2005, NiSource announced net operating earnings (non-
GAAP) were $251.4 million, or 93 cents per share, compared with $268.5 million, or $1.03 per
share, for the 2004 period.

The company has faced several issues throughout 2005 that are expected to continue for the
remainder of the year and could extend into 2006. These issues include: lower customer
natural gas usage; continued losses from Whiting Clean Energy; and unrecoverable costs
associated with the Midwest Independent System Operator (MISO) in NiSource's Indiana
electric market.

These factors are the primary drivers of NiSource's decision to revise its 2005 earnings
expectations from our original estimate of $1.47 to $1.53 to a range of $1.32 to $1.37 per
share in net operating earnings. See Schedule 3 for a description of the various business
drivers that have led us to revise our guidance. Schedule 3 also reconciles our guidance for
net operating earnings (non-GAAP) to our revised guidance for income from continuing
operations per share (GAAP) of 88 cents to 93 cents per share. Primary impacts to the
projected change in GAAP earnings per share are restructuring charges related to the
outsourcing initiative and charges related to the refinancing of Columbia Energy Group (CEG)
debt.

Net operating earnings (non-GAAP)

NiSource is providing net operating earnings and operating earnings, which are both non-
GAAP measures, because management believes these measures better represent the
fundamental earnings strength of the company. Operating earnings are operating income
determined in accordance with GAAP adjusted for certain items. NiSource uses net operating
earnings and operating earnings internally for budgeting and reporting to the board of
directors. Adjustments reflected in these measures are primarily weather, restructuring
charges associated with the outsourcing contract with IBM, and impairment charges. See
Schedule 1 and Schedule 2 of this news release for the reconciliations of net operating
earnings and operating earnings, respectively, to GAAP.

The decrease in net operating earnings for the quarter compared with the third quarter of
2004 was the result of higher depreciation, primarily from the expiration of the 1999
regulatory stipulation for Columbia Gas of Ohio (COH); lower net revenues in the gas
transmission and storage business due primarily to the renegotiation of contracts in 2004 with
NiSource pipelines' major customers, net of remarketing activities; and incremental costs
associated with MISO. These impacts were partially offset by improved results from Whiting
Clean Energy.

The decrease in the nine-month net operating earnings versus 2004 was the result of lower
net revenues in the gas transmission and storage business due primarily to the renegotiation
of contracts with major pipeline customers, net of remarketing activities; incremental MISO
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costs; and higher depreciation resulting primarily from the expiration of the 1999 COH

regulatory stipulation, partially offset by improved results from Whiting Clean Energy.
Income (Loss) from Continuing Operations (GAAP)

NiSource reported a loss from continuing operations for the three months ended Sept. 30,
2005, of $5.8 million, or 2 cents per share (all per-share amounts are basic), compared with
income from continuing operations of $21.7 million, or 8 cents per share, for the same period
in 2004.

Net loss for the third quarter of 2005 was $6.8 million, or 3 cents per share, compared with
net income of $28.8 million, or 11 cents per share, during the third quarter of 2004. Operating
income for the third quarter was $93.2 million in 2005, compared with $128.1 million in 2004.

For the nine months ended Sept. 30, 2005, NiSource reported income from continuing
operations of $210.8 million, or 78 cents per share, compared with $274.0 million, or $1.04
per share, for the same period of 2004. Net income for the first nine months of 2005 was
$238.5 million, or 88 cents per share, compared with $276.9 million, or $1.06 per share, for
the same period a year ago.

Earnings per share were diluted by 3 cents for the nine-month period in 2005 primarily due to
the issuance during the fourth quarter of 2004 of 6.8 million shares of common stock upon the
settlement of the forward stock purchase contracts comprising a component of NiSource's
Stock Appreciation Income Linked Securities (SAILSsm).

Progress on business plan

"While 2005 was expected to be a challenging year, it is notable that during the third quarter
we stayed on track with our strategy to build a platform for long-term, sustainable growth,"
said NiSource President and Chief Executive Officer Robert C. Skaggs, Jr.

"We remain focused on four key elements: expansion and commercial growth in our pipeline
and storage business; regulatory and commercial initiatives; management of our balance
sheet; and expense management.”

Specific highlights include:

e The Federal Energy Regulatory Commission (FERC) this week issued a certificate
authorizing Hardy Storage Company, LLC, to develop an underground natural gas
storage field to help meet increased demand for natural gas in the eastern United
States. Hardy Storage also has received an acceptable environmental assessment
from FERC. The project is being developed by NiSource subsidiary Columbia Gas
Transmission and a subsidiary of Piedmont Natural Gas.

e Columbia Gas Transmission conducted two successful open seasons for the expansion
of its system in central and southeastern Virginia and in the mid-Atlantic and
Northeastern markets.

e Bay State Gas Company remains on track to receive an order on its $22.2 million base
rate case by the end of November.

e NiSource finalized the terms of the planned refinancing of its balance sheet, which is
expected to result in interest expense savings of more than $43 million annually
beginning in 2006.

e NiSource continued to move forward with the implementation of its contract to
outsource many of its back-office processes to IBM. The 10-year agreement is
expected to provide approximately $395 million, after costs to achieve, in operating
and capital cost savings across NiSource's 15 primary operating subsidiaries.
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Meanwhile, results for NiSource's Whiting Clean Energy have improved this year but are still
approximately $12 million, or 4 cents in net operating earnings per share, lower than what
NiSource was anticipating when it issued its original guidance, due to delays in the regulatory
process. The start-up of MISO has resulted in costs to NiSource of approximately $8 million, or
3 cents per share in net operating earnings, that are not recoverable under current regulatory
agreements due to expire in mid-2006.

Natural gas usage by customers of NiSource's local distribution companies is anticipated to be
approximately $14 million, or 5 cents in net operating earnings per share, lower than what
NiSource was anticipating when it issued its original guidance. High gas costs in the wholesale
market, which are passed through without mark-up to utility customers, could affect
customers' demand for natural gas during the fourth quarter of 2005 and throughout the
winter.

Skaggs noted that the unusually active hurricane season and resulting natural gas price
volatility have created an unprecedented dynamic for the energy industry.

"This has had a significant impact on natural gas prices that will likely affect natural gas
usage, limit the opportunities for commercial activities for the foreseeable future, and may
impact the potential for innovative regulatory initiatives,” Skaggs said. "We are now dealing
with these issues, which we expect to continue for the remainder of the year and extend into
2006.

"l am pleased to report that our pipelines did not suffer severe damage from Hurricanes
Katrina and Rita, and we do not anticipate the cost of repairing our facilities to result in a
material impact on 2005 results," he added. "We anticipate having substantially all of our
facilities able to accept gas by Nov. 15, so the impact for the remainder of the year and for
2006 will depend primarily on when Gulf Coast supplies, processing facilities, pipelines and
throughput return to pre-hurricane levels.

"Although we're facing significant near-term challenges in a volatile market environment, we
remain committed to ongoing execution of our comprehensive, four-part business plan,”
Skaggs said.
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Financial process transitioned to IBM
Posted: 11-03-2005 at 04:00 Eastern Time

On Nov. 1 IBM assumed responsibility for several NiSource financial processes. This initial
transition is an important element of the overall transformation of Finance and Accounting.
The transformation will include consolidation of our multiple financial systems, new tools and
processes for budgeting and time and expense reporting, and new capabilities for data
reporting and analysis.

This transition will have no affect on most employees, but in some cases your points of
contact for financial services have changed. If you are affected you should already have
been notified of the change by e-mail.

If you have any questions about NiSource's transformation, the relationship with IBM, the
relationship with IBM, or any other topics please feel free to use MySource Feedback to
contact the Finance and Accounting Transition team.
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Posted: 11-03-2005 at 04:52 Eastern Time
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The new online human resources information tool, HRSource, launched earlier this week. This secure
point of access for general HR information provides answers to commonly asked HR questions.

Employees are invited to participate in virtual information sessions on November 8 and 10. The sessions
will offer employees a virtual "tour" of HRSource as well as a chance to have questions answered.

HRSource Virtual Sessions—Meetini Place and Sametime Information

HRSource Tuesday, Nov. 8 9:30 EST 1.888.481.1480 HRSource
Information (8:30 CST) 1D:4567 Information Session
Session |

HRSource Thursday, Nov. 9:30 EST 1.888.481.1480 HRSource
Information 10 (8:30 CST) 1D:4567 Information Session
Session |1

It is recommended that employees gather in conference rooms where available.

Wondering where to find HR-related information?

Retirement/pension, | MySource www.mysourceforhr.com 1-888-640-

health and welfare for 3320

benefits information | HR/Benefits

and open Source

enrollment (i.e.

health/life

insurance).

401K/investment http://www.401k.com/ 1-800-305-

information 4015

Payroll-related Payroll mailto: payroll@nisource.com 1-888-640-

questions 3320 select
HR/Payroll
at menu, or
ask for
payroll dept

Policy consultation, Contact

strategic HR local HR

consultation, professional

compensation, etc.

Mental health Value https://www.achievesolutions.net/nisource | 1-800-946-

assistance Options 5360

(EAP)

Questions about HR Service https://ehrkb.ihost.com/nisource 1-888-257-

policy/procedures, Center (User ID is Employee ID, initial PIN is your 2588

vacation/holiday, or birthday in mmdd format. Example: Birthday of

time entry, job HRSource 10/24/2005 will have a PIN of 1024)

postings,
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performance
management,

compensation,
employee services,
etc.

Bargaining Unit employees should continue to use their normal sources to answer questions regarding
bargaining unit contracts.

Please remember that questions regarding NiSource's transformation, our relationship with IBM, or any
other topics, can be submitted using MySource feedback
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Human Resources (HR) Transformation begins today ...
Posted: 10-31-2005 at 11:30 Eastern Time
Today Human Resources introduces the first of several new HR tools to all employees.

A new online information tool is now available called HRSource where employees can find answers to
commonly asked HR questions. This tool will be accessible both from MySource as well as directly via
the Internet. The specific URL is included in the table below.

In addition, starting today, a new HR Services Center replaces the service centers in Merrillville,
Charleston and Pittsburgh. The new center, provided by IBM, will offer the same information with the
ease of a single phone number. The new number is included in the table below.

Employees will be invited to participate in one of the optional Sametime sessions over the coming
weeks. Participants will have the opportunity to view HRSource and ask any questions. Watch MySource
for details about the Sametime sessions.

Wondering where to find HR-related information?

Retirement/pension, | MySource www.mysourceforhr.com 1-888-640-

health and welfare for 3320

benefits information | HR/Benefits

and open Source

enrollment (i.e.

health/life

insurance).

401K/investment http://www.401k.com/ 1-800-305-

information 4015

Payroll-related Payroll mailto: payroll@nisource.com 1-888-640-

questions 3320 select
HR/Payroll
at menu, or
ask for
payroll dept

Policy consultation, Contact

strategic HR local HR

consultation, professional

compensation, etc.

Mental health Value https://www.achievesolutions.net/nisource | 1-800-946-

assistance Options 5360

(EAP)

Questions about HR Service https://ehrkb.ihost.com/nisource 1-888-257-

policy/procedures, Center (User ID is Employee ID, initial PIN is your 2588

vacation/holiday, or birthday in mmdd format. Example: Birthday of

time entry, job HRSource 10/24/2005 will have a PIN of 1024)

postings,

performance

management,

compensation,

employee services,

etc.

Bargaining Unit employees should continue to use their normal sources to answer questions regarding
bargaining unit contracts.
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Please remember that questions regarding NiSource's transformation, our relationship with IBM, or any
other topics, can be submitted using MySource feedback.
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Financial process contacts detailed
Posted: 10-27-2005 at 04:49 Eastern Time

As previously communicated, IBM will assume responsibility for several NiSource financial
functions on Nov. 1. These work processes have not changed, but some individual points of
contact are new. These contacts are detailed below and become effective Nov. 1. In addition,
employees will be notified by e-mail if their primary contact is changing. Please continue to
use the current contacts until Nov. 1.

Accounts Payable

The accounts payable services provided to NiSource business units will not change for end users
of these services. Please continue to follow the current accounts payable procedures for
processing invoices and employee expense statements on and after Nov. 1, 2005.

Please be advised that any contacts previously utilized for Columbus based Accounts Payable and
expense statement questions will no longer be available. ALL questions on Columbus based
Accounts Payable Voucher/Invoices need to be directed to (614) 460-4600 or
nisourceaccountspayable@nisource.com. (Contacts for NIPSCO, Kokomo and NIFL Accounts
Payable and travel and expense statements remain unchanged).

Daniel Derkowski of IBM will be the manager overseeing Accounts Payable and T&E paper
expense statements. Derkowski can be contacted via e-mail at dderk@us.ibm.com.

Fixed Asset Accounting

Pipeline Organization

Questions and requests related to Pipeline Fixed Assets should be directed to Paula Tiefenthaler
at (918) 925-6954, Ptiefen@us.ibm.com. The secondary contact is Debra Ropp at (918)925-
7256, Roppdebr@us.ibm.com.

Energy Distribution East

The primary contact for questions and requests for and about work orders, ad hoc reports, Power
Plant issues, NBV requests and any other questions related to EDE Fixed Assets will be Lon
Patton at (614) 460- 6886 or |patton@nisource.com.

NIPSCO

The primary contact for questions and requests for and about work orders, ad hoc reports, Power
Plant issues, NBV requests and any other questions related to NIPSCO Fixed Assets will be
Belinda Bosch at (219) 647- 6143, bbosch@nisource.com.

Budgeting

The budgeting transition will not affect most users. Employees should continue to expect the
same level of service you receive today in terms of report generation, variance analysis and
research.

Some budgeting points of contact may change, but if you are affected you will be notified before
transition. The NiSource Budgeting and Reporting Manager will be Greg Slone, who can be
reached at (804) 768-6467, or via e-mail at gdslone@nisource.com.

Online Expense Reporting

The IBM Travel and Expense group will assume processing of the On-line Expense Reporting tools
for NiSource Corporate Services and Columbia Distribution Companies. Please mail all supporting
documents (hardcopy forms and receipts) via interoffice mail to:

ATTN: Online T&E Processing
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Accounts Payable - Civic Center Hqtr

If you have any questions regarding online expense reporting please contact IBM Customer
Service at (918) 925-6132. Please have the date of expense report you are inquiring about
available for faster service.

General Accounting
Most business processes will not change for issues related to General Accounting. For routine,
day-to-day General Accounting issues new contacts are shown below:

IBM/NiSource General Accounting Organization — Management Team

IBM Contact | Telephone # e-mail address Role
General Accounting

Jim Ginther | 918/625-2914 James.r.ginther@us.ibm.com | Manager

Trevor

Dillinger 614/460-4617 tdillinger@nisource.com GA Manager Pipeline

Brad GA Manager Corporate

Vangen 614/460-4763 bvangen@nisource.com Accounting Services

Patty Deboe

219/647-5453

padeboe@nisource.com

GA Manager NIPSCO

GA Manager Distribution:

Jeff Gore 614/460-6471 jefferygore@nisource.com BSG, CGV, CKY, NRS
GA Manager Distribution:
COH, CPA, CMD, CORC,
Brian Elliott | 614/460-4841 belliott@nisource.com Misc. A/R

For non-routine Corporate Accounting issues related to rate cases, reporting, allocation questions,

or similar topics please contact Kevin Johnson at (614) 460-5905 for Corporate Services
Accounting and John Siegle for Corporate Accounting at (614) 460-4920.

If you have any questions about NiSource's transformation, the relationship with IBM, the

relationship with IBM, or any other topics please feel free to use MySource Feedback to contact

the Finance and Accounting Transition team.
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October update on NiSource's transformation -- Two key milestones coming soon
A message from Violet Sistovaris
Posted: 10-21-2005 at 05:34 Eastern Time

NiSource's enterprise-wide transformation continues with good progress and many significant milestones
since my monthly update in September. | won't list all of the key activities, but you may have heard
about the Leadership Summit hosted by Bob Skaggs, which included some key updates on our
transformation, particularly in human resources and supply chain, or Harris Marple's leadership meeting
in Pittsburgh which included the vision for distribution operations and key activities related to our work
management transformation.

As | look ahead, there are two critical transformation milestones set to take place in the near future. As
part of transitioning responsibility for our HR and financial processes to IBM, we will launch new services
using new technologies and IBM's global network of operations. The descriptions of those milestones are
provided below.

Watch MySource for more details about both of these activities later this month. While, as always, we
anticipate smooth transitions for these two towers, please bear in mind that your patience and
understanding are appreciated as we work through the key processes.

In addition, please remember that questions regarding NiSource's transformation, our relationship with
IBM, or any other topics, can be submitted using MySource feedback.

Violet Sistovaris

HR transitions to new service center and new online information source

The HR Tower will launch a new online information tool called HRSource where employees can find
answers to commonly asked human resources questions. Details and training for the new online tool will
be available prior to launch.

The Human Resources (HR) transformation will include a variety of new tools to help NiSource achieve
best practices in the utility industry.

In addition, a new Human Resources Service Center will replace the service centers in Merrillville,
Charleston and Pittsburgh. The new center provided by IBM will offer the same information with the ease
of a single phone number.

According to HR Tower Lead Joel Hoelzer, employees will be able to access their HR information in the
same ways they always have. The important difference will be the new phone number for the service
center and the new online HR information source.

As an important note, these two changes in HR will not impact benefits enrollment in any way. Please
continue to use Hewitt's MySource for HR/Benefits Web site and the Hewitt phone number in the table
below for all questions and actions related to your benefits.

Wondering where to find HR-related information?

Retirement/pension, | MySource www.mysourceforhr.com 1-888-640-

health and welfare for 3320
benefits information | HR/Benefits
and open Source
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enroliment (i.e. (Hewitt)
health/life
insurance).
Mental health Value https://www.achievesolutions.net/nisource | 1-800-946-
assistance Options 5360
(EAP)
401K/investment http://www.401k.com/ 1-800-305-
information 4015
Payroll-related Payroll e-mail: payroll@nisource.com 1-888-640-
questions 3320
(Hewitt
number
above),
select
HR/Payroll
at menu, or
ask for
payroll dept
Questions about HR Service Coming Soon Coming
policy/procedures, Center Soon
vacation/holiday, or
time entry, job HRSource
postings,
performance
management,
compensation, etc.
Policy consultation, Contact
strategic HR local HR
consultation, professional
compensation, etc.

Note: Bargaining Unit employees should continue to use their normal sources for HR
information that is covered in their contracts.

Financial process transition should mean little change for end users

On Nov. 1, IBM will assume responsibility for several NiSource financial processes. This is a critical first
step in the overall transformation of Finance and Accounting (F&A), which will include, among other
elements, new platforms for financial systems, O&M budgeting, data warehouse, time and attendance
tracking, and expense reporting. While this first step on November 1 will not change any activities for the
vast majority of employees and most work processes in these areas will not change, NiSource will begin
using IBM's global delivery network and technologies for many back-office activities.

For some functions individual points of contact may change. The details of these changes will be provided
at a later date, and employees should continue to use current work processes until notified otherwise.

"While most employees will not see any change when we transition the work to IBM, this effort begins a
longer term transformation that will provide NiSource with standard, efficient and cost-effective Finance
and Accounting processes across the entire NiSource organization," says F&A Tower Lead Jeff
Grossman.

The following areas are part of the transition of services to IBM. Please note that, in the future, these
processes may change as we roll-out new F&A tools as described above, but this first step on November 1
will create the following changes for users. Employees whose points of contact will change as a result of
the F&A transition will receive more information at a later date.

Accounts Payable
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The accounts payable services provided to NiSource business units will not change for end users of these
services. Please continue to follow the current accounts payable procedures for processing invoices and
employee expense statements on and after November 1, 2005.

New contacts for Accounts Payable questions for Columbus-based Accounts Payable will be provided later
this month. Contacts for NIPSCO, Kokomo and NIFL Accounts Payable will remain unchanged.

Time reporting and expense statements
There will be no changes to the current time reporting and expense statement processes for end users.

Budgeting

The budgeting transition will not affect most users. Some budgeting points of contact may change. Users
should continue to expect the same level of service in terms of report generation, variance analysis and
research.

Fixed Asset Accounting
Some employees who provide Fixed Asset accounting data, such as those managing capital projects, will
have new contacts for this process; others will continue to work with the same individuals as previously.

General Accounting
General Accounting work processes will not change during transition, and most individual points of contact
for General Accounting also will remain unchanged.
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HR tower moves forward with transformation and transition
Advanced technology important factor for future

Posted: 09-23-2005 at 05:12 Eastern Time

Human resources (HR) and organizational development (OD) employees recently received
details about the transition and transformation of the HR function. The HR/OD staff was
updated on the scope, progress and activities, and they were provided with a preview of some
tools that will be introduced in the HR transformation. HR/OD employees also heard details
about the Oct. 31 transition to a new HR service center to be managed by IBM.

According to Human Resources Vice President and HR Tower Lead Joel Hoelzer, these new
tools and technologies, slated for implementation by first quarter 2006, will help transform
how HR services are delivered and received at NiSource. Centralizing and standardizing HR
activities will provide business efficiency, consistent data and consistent application of the
policies and procedures that are corporate wide.

With new technological developments occurring every day, it is difficult and costly to
simultaneously manage the company's core business while staying up to date with technology.
With IBM's help, NiSource will be able to focus its energies on growing the core business -
providing safe, reliable service to our customers.

"We're engaging the human resources team in the transition and transformation effort," says
Hoelzer. "This is dramatic change in the way we do HR work. Using these technologies will
help NiSource achieve the long-term sustainable growth we are striving for as a business."

According to Hoelzer, IBM will provide NiSource with system enhancements such as:

e Providing points of contact to address HR questions through the new online eHR
system and a new NiSource HR service center (both to be available Oct. 31, 2005)

e Enhanced performance management tools to build, monitor and track employee
performance. (Initial rollout beginning Dec. 2005 to support 2006 performance
management process).

Additional support tools to be available early in 2006 include:

e Providing managers with easier access to information about their employees and new
tools to assist them in managing their compensation plans and other employment
events

e New recruiting tools

e Upgrades to PeopleSoft

"Achieving the benefits of this effort will require some level of change and commitment from
everyone," says Hoelzer. "We must be supportive of one another as we work through this
transition."

The transformation includes implementation of:

e eHR
0 eHR is HR information accessible by all NiSource leaders and employees
through the MySource portal
0 eHR contains HR policies and procedures, contact information, checklists for
HR processes, etc.
0 HR service center will use eHR information to assist leaders and employees in
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finding answers to their questions or directing them to the appropriate source.
0 Case Management component escalates difficult issues and their resolutions;
such information will build additional knowledge in the system.
e SuccessFactors
0 Introduces automated support for annual performance management process
(PMWSs)
0 Web-based performance and development tool
e Global Imaging Workflow (GIW)
0 Fax to imaging enables storage of electronic images of faxed documents
e Manager Tools
0 Leaders are able to review job data for employees
0 Can initiate transactions for employees
0 Approve employee-initiated transactions (ex. Leave Requests)
o0 Trigger workflows for each type of transaction
e Recruiting Management System
0 Automates many aspects of recruiting, staffing and on-boarding activities
0 It will be integrated with other HR processes including PeopleSoft.
0 Provides NiSource leaders and employees the ability to:
= [|nitiate staffing requisitions
=  Post open positions (will replace current posting system)
= Apply for open positions
8 Collect and review resumes
= Track applicants
= Maintain records on hiring process
e Compensation tools
0 Leaders can view salary data, incentive eligibility, promotions, job change
actions, etc. for employees
0 Easy access for market salary data
0 Electronically allocate and process annual compensation and incentive actions

More details about the new tools will be available on MySource in the near future and users of
the tools will receive training for each of the new self-service systems as they are introduced.
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Work Management/GIS tower -- An update on NiSource's
transformation
A message from Violet Sistovaris

Posted: 09-16-2005 at 04:15 Eastern Time

As you know, NiSource's enterprise-wide transformation is underway. One key part of that
transformation is our partnership with IBM. Since the initial announcement about our contract
with IBM in late June, you've probably heard about our transformation from a variety of
sources -- the initial press release, messages from Bob Skaggs, MySource articles, business
unit presentations, or conference calls with slides about the transformation by "tower" or
function. To keep everyone updated about the progress of this important initiative, here is the
first overall communication about all activities related to our transformation efforts.

This update is structured with sections for each of the eight towers (i.e., business functions
like HR or Finance & Accounting). One tower will be featured each day for the next
several days.

View Violet Sistovaris' entire message from Sept. 8.

Work Management/GIS

As a reminder...

e NiSource has begun a three-year project with IBM to implement common work
management solutions (WMS) and geographical information systems (GIS) across
operations. The focus of this project is on leveraging new tools and technology to
support the standardization, integration and continuous improvement of our operating
processes

e The benefits of this project will include:

0 Streamlined work forecasting and planning

Further optimization of work scheduling

Improved and more timely mapping capabilities

Further development of mobile technology

More timely information for analysis and decision-making

Enhanced regulatory reporting and compliance

Improved integration with other functional areas such as budgeting, materials

management and New Business.

OO0OO0O0OO0O0

Progress so far...

e NiSource cross-functional teams of internal subject matter experts have been working
this past month on activities including:

0 The Blueprint team - conducting a study of the "as is" work processes,
organizations and technology tools within each Operations company.

0 The Business Performance Management team - reviewing availability of
current management data, and developing methods and tools to ensure that
benefits are identified and measured

0 First Steps team - evaluating short-term opportunities for improvement with
existing mobile operations.

e The teams have completed over 100 interviews with various NiSource subject matter
experts for input to their particular area of work.
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e These teams have also begun work to define the people, process and technology
needs that will make up the future "to be" state for operations.

Next Steps ...

o Identification of First Step priorities and recommendations for action will be made this
month.

e Additional interviews and meetings with key NiSource stakeholders and other subject
matter experts will be held throughout the month to gather further input for Blueprint
and Business Performance Management recommendations.
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Meter-To-Cash tower -- An update on NiSource's transformation
A message from Violet Sistovaris

Posted: 09-15-2005 at 04:15 Eastern Time

As you know, NiSource's enterprise-wide transformation is underway. One key part of that
transformation is our partnership with IBM. Since the initial announcement about our contract
with IBM in late June, you've probably heard about our transformation from a variety of
sources -- the initial press release, messages from Bob Skaggs, MySource articles, business
unit presentations, or conference calls with slides about the transformation by "tower" or
function. To keep everyone updated about the progress of this important initiative, here is the
first overall communication about all activities related to our transformation efforts.

This update is structured with sections for each of the eight towers (i.e., business functions
like HR or Finance & Accounting). One tower will be featured each day for the next
several days.

View Violet Sistovaris' entire message from Sept. 8.

Meter-To-Cash (MTC)
As a reminder...

e NiSource will consolidate key operations into an IBM Meter to Cash (MTC) center of
excellence in Columbus.
e Billing exceptions & back office activities will be transitioned to IBM domestic and
global centers of excellence.
e Other MTC transformation goals include:
0 To standardize processes.
0 To automate existing manual steps.
O To leverage analysis of customers' behaviors to drive payment habits and
reduce bad debt.
0 To expand the customer's usage of electronic payment and billing channels
0 To implement a common software system that integrates our CIS and DIS
customer systems.

Progress so far...

e NiSource's retained organization for MTC, led by Chuck Shafer, is in place. Former
NiSource employees have transitioned to employment at IBM or Vertex.

e Knowledge transfer, documentation reviews, and interviews of subject-matter-experts
in Lorain, Ohio, have been underway since early July, including training preparation for
January transition of MTC process activities to IBM global locations.

Next steps...

e Technology solution development related to the common software system for DIS and
CIS customer systems.
e Training in October for IBM regarding activities to transition to IBM.
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Human Resources tower -- An update on NiSource's transformation
A message from Violet Sistovaris

Posted: 09-14-2005 at 04:15 Eastern Time

As you know, NiSource's enterprise-wide transformation is underway. One key part of that
transformation is our partnership with IBM. Since the initial announcement about our contract
with IBM in late June, you've probably heard about our transformation from a variety of
sources -- the initial press release, messages from Bob Skaggs, MySource articles, business
unit presentations, or conference calls with slides about the transformation by "tower" or
function. To keep everyone updated about the progress of this important initiative, here is the
first overall communication about all activities related to our transformation efforts.

This update is structured with sections for each of the eight towers (i.e., business functions
like HR or Finance & Accounting). One tower will be featured each day for the next
several days.

View Violet Sistovaris' entire message from Sept. 8.

Human Resources (HR)
As a reminder...

e A key goal is a continued move towards a centralized self-service model for HR service
delivery. This will provide:
0 Manager access to real-time data
0 Increased employee self-sufficiency.
0 Opportunities to leverage IBM's industry best practices and improved tools and
technologies.
o We will implement multiple self-service tools, including eHR, Manager Self Service, and
eComp. These technology enhancements will enable managers to more easily initiate
many HR activities and provide for quicker access to important information.

Progress so far...

e NiSource's HR transformation team, led by Joel Hoelzer, has been formed.
Former NiSource employees have transitioned to employment at IBM.
Documentation reviews and interviews of subject-matter-experts have been underway
since early July.

e The core teams working on the project from NiSource and IBM have had demos for the
software applications comprising the transformation.

e Detailed work has been done in designing and coding for the various application tools.

Next steps...

e NiSource Human Resources and IBM are meeting with the field HR and OD community
to outline specific process changes, introduce the software tools, and to discuss
implementation considerations.

Knowledge transfer for specific work transitioning to IBM begins next week.
Presentations to other key NiSource stakeholder groups.
e Preparation of training tools for transformation.
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Supply Chain tower -- An update on NiSource's transformation
A message from Violet Sistovaris

Posted: 09-13-2005 at 04:15 Eastern Time

As you know, NiSource's enterprise-wide transformation is underway. One key part of that
transformation is our partnership with IBM. Since the initial announcement about our contract
with IBM in late June, you've probably heard about our transformation from a variety of
sources -- the initial press release, messages from Bob Skaggs, MySource articles, business
unit presentations, or conference calls with slides about the transformation by "tower" or
function. To keep everyone updated about the progress of this important initiative, here is the
first overall communication about all activities related to our transformation efforts.

This update is structured with sections for each of the eight towers (i.e., business functions
like HR or Finance & Accounting). One tower will be featured each day for the next
several days.

View Violet Sistovaris' entire message from Sept. 8.

Supply Chain
As a reminder...

e As of July 1, IBM assumed responsibility for many of NiSource's procurement
activities.

e Our transformation goals are to leverage purchased spend across NiSource and IBM,
where practical, to:

1. Achieve savings

2. Increase operating efficiency by adopting standard processes, policies and
technology

3. Conduct comprehensive reporting and analysis.

e We will have one procurement system to source materials and services giving us
better specifications and controls.

e There will be three waves of strategic sourcing (a process of evaluating and selecting
suppliers to balance cost and service quality) covering over 20 categories of
purchases.

Progress so far...

e NiSource's retained organization for Supply Chain is now led by Tim Tokish. Former
NiSource employees have transitioned to employment at IBM.

e The Executive Council approved the initiation of a study of fleet procurement,
inventory management, and warehouse automation.

e We have communicated with our strategic supplier base regarding our outsourcing
initiative.

Next steps...

e Sourcing teams are being pulled together to review the first wave of types of
purchases.
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Beginning the study of fleet procurement, inventory management, and warehouse
automation described above.

Workshops for IBM's Procure-to-Pay (P2P) procurement system which is a new
enterprise-wide system that will handle common processes for purchases, from the
initial requisition to the disbursement of payment
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IT tower -- An update on NiSource's transformation
A message from Violet Sistovaris

Posted: 09-12-2005 at 04:00 Eastern Time

As you know, NiSource's enterprise-wide transformation is underway. One key part of that
transformation is our partnership with IBM. Since the initial announcement about our contract
with IBM in late June, you've probably heard about our transformation from a variety of
sources -- the initial press release, messages from Bob Skaggs, MySource articles, business
unit presentations, or conference calls with slides about the transformation by "tower" or
function. To keep everyone updated about the progress of this important initiative, here is the
first overall communication about all activities related to our transformation efforts.

This update is structured with sections for each of the eight towers (i.e., business functions
like HR or Finance & Accounting). One tower will be featured each day for the next
several days.

View Violet Sistovaris' entire message from Sept. 8.

Information Technology
As a reminder...

e On July 1, IBM assumed responsibility for applications maintenance and development,
infrastructure operations, voice and data networks, help desks and SCADA support.

e IBM assists with, but does not assume, control of IT strategy & architecture, disaster
recovery, regulatory compliance, and IT security.

e End user services including help desk and network support will be fully transitioned to
IBM's service delivery model by the end of 2005.

e Application maintenance will be transitioned to IBM global locations by beginning of
2006.

e Server consolidation will be ongoing over 18 months.

Progress so far...

e NiSource's retained organization for IT is now led by Dick James. Former NiSource
employees have transitioned to employment at IBM.

e Knowledge transfer, documentation reviews, and interviews of subject-matter-experts
have been underway for various IT activities since early July.

Next steps...

e During the next four months and into 2006, the focus of IT will be in supporting the
partnership of NiSource and IBM in its transition and transformation process and in the
implementation of major projects in Human Resources, Finance and Accounting,
Supply Chain, Gas Management, Operations and Meter-to-Cash.

e As part of the transition to IBM, knowledge transfer for application services begins in
September.
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F&A tower -- An update on NiSource's transformation

A message from Violet Sistovaris
Posted: 09-09-2005 at 03:15 Eastern Time

As you know, NiSource's enterprise-wide transformation is underway. One key part of that
transformation is our partnership with IBM. Since the initial announcement about our contract
with IBM in late June, you've probably heard about our transformation from a variety of
sources -- the initial press release, messages from Bob Skaggs, MySource articles, business
unit presentations, or conference calls with slides about the transformation by "tower" or
function. To keep everyone updated about the progress of this important initiative, here is the
first overall communication about all activities related to our transformation efforts.

This update is structured with sections for each of the eight towers (i.e., business functions
like HR or Finance & Accounting). One tower will be featured each day for the next
several days.

View Violet Sistovaris' entire message from Sept. 8.

Finance & Accounting (F&A)

As a reminder...

e General accounting, fixed assets, budgeting, accounts payable and expense statement
processing will transition to IBM beginning Nov. 1, 2005. Payroll services transition to
IBM on Jan. 1, 2006.

e The transformation of F&A will:

0 Include common platforms for financial systems, O&M budgeting, data
warehouse, time & attendance tracking, and expense reporting;
0 Retain the strategic interface between business units and financial support

expertise;

0 Source transactional work geographically based on functional expertise and
process.

0 Implement new analytic tools to improve financial planning and reporting
processes.

Progress so far...

e NiSource's financial reporting and accounting functions continued to be led by Jeff
Grossman and the segment controllers. Bob Kriner is leading the transition work,
while Karen Townsend is leading the transformation effort.

e IBM has started reviewing and documenting NiSource quarter-end and month-end
financial close processes.

e Knowledge transfer activities are underway as IBM team members watch NiSource
employee perform their jobs for various processes (an activity called job shadowing).

e Selected software for common financial systems, including general ledger, data
warehouse, time and attendance tracking and expense reporting.

Next steps...

e Prepare over the next two months for the transition of delivery responsibility to IBM.

e Prepare NiSource F&A employees who have accepted jobs with IBM for the transition
to IBM as an employer.

e Make software selections for a common budgeting system.
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e Provide employees throughout NiSource additional information and training as needed
to use new systems and processes for accounts payable, expense statements,
budgeting, etc.
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Update on NiSource's transformation (with CCC/Retail Sales Tower
update)

A message from Violet Sistovaris
Posted: 09-08-2005 at 07:10 Eastern Time

As you know, NiSource's enterprise-wide transformation is underway. One key part of that
transformation is our partnership with IBM. Since the initial announcement about our contract
with IBM in late June, you've probably heard about our transformation from a variety of
sources -- the initial press release, messages from Bob Skaggs, MySource articles, business
unit presentations, or conference calls with slides about the transformation by "tower" or
function. To keep everyone updated about the progress of this important initiative, here is the
first overall communication about all activities related to our transformation efforts.

This update is structured with sections for each of the eight towers (i.e., business functions
like HR or Finance & Accounting). One tower will be featured each day for the next
several days.

Each tower overview includes:

e A reminder about the kind of transformation projects underway and our goals
e An update on progress so far
e An outline of some next steps and their potential impact on you and our organization.

With those objectives in mind, | also want to provide you with an overall view of the
transformation, starting with a thank you for the hard work and support from everyone who
has been involved. | am very proud of the partnership and collaboration that I've seen across
NiSource and IBM.

As a reminder, we have transition and transformation initiatives across our business functions
with some projects that will only last a few months and others, such as our Work Management
transformation that will last years. Many of these transformation initiatives are technology
related - providing new tools that will change the way we process and retrieve data and
information. Our teams have a real understanding of the information and training that we all
will require to successfully use these tools. All of these plans are key elements for achieving
our platform for long-term sustainable growth.

In these tower specific updates, you will see our progress so far including, most notably, last
week's consolidation of Marble CIiff contact center activity to Smithfield. Some other key
activities across towers include:

e The establishment of an overall Project Management Office for the project and a
Governance structure to outline and oversee how we are working with our partner,
IBM.

The transition of many NiSource employees to IBM or Vertex as their new employer.
The development of NiSource and IBM core teams for each tower and each project to
plan and implement actions to achieve their goals.

e The distribution of a survey to our Management Forum designed to measure
NiSource’'s past experiences with large-scale transformation efforts, so that we can
learn from those efforts and apply them in a useful manner to our current
communications and change plans. Results are expected early this month.

As for next steps, we'll provide regular updates on upcoming events, particularly as we hit
many key milestones over the next few months. As this transformation unfolds, we will all
likely be affected by change - new technology tools, working with new or revised processes or
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interacting with new or different employees in our day-to-day relationships. Thanks again for
your efforts thus far. | look forward to your continued support as we progress through this
transformation.

Violet Sistovaris
Customer Contact Centers (CCC)/Retail Sales Center

This week's key news and progress so far...

As a significant milestone of our transformation project, beginning Sept. 1, most of the calls
previously routed to the Marble Cliff Columbia Gas of Ohio (COH) contact center are now being
taken by IBM/Vertex in the Smithfield, Pa., contact center. IBM and Vertex have had
management responsibility for the Smithfield CCC since July. For the past several years,
Smithfield has handled an increasing number of Ohio customer calls.

The phone number COH customers call remains the same: 1-800-344-4077.

"Our goal is to make this transition seamless to customers and we have contingency plans in
place to help support a smooth changeover," says NiSource CCC Director Mike Davidson. "A
number of Marble CIiff CCC employees have been asked to stay for an extended period as a
safety net to ensure adequate service levels through transition. We remain committed to
meeting the needs of our Ohio customers."

As a reminder...

e IBM/Vertex will also provide sales services and revenue recovery activities in addition
to managing and operating CCC activities for NiSource.
Vertex is the business process-outsourcing arm of United Utilities PLC in the UK.
Some NiSource employees at the Marble Cliff CCC have transitioned to employment at
IBM to handle non-call work for contact centers.

e In addition to the Marble Cliff CCC, we will consolidate Kentucky CCC and Portsmouth,
N.H., Retail Sales Center activities to Smithfield later this year.

Next steps...

Monitoring post-consolidation service level performance in Smithfield.

Continued analysis and preparation for CCC and Retail Sales transformation projects
and future consolidations, working with tower leads Mike Davidson (CCC) and Scott
MacDonald (Retail Sales) and their teams.
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Transition and Transformation Q&A
August 8, 2005

Q: If Idon’t accept an offer from IBM, am | unemployed on July 1, 2005?

A You will not be eligible for severance. Your final day of work would be
determined on an individual basis and your termination date could be as early as
June 30, 2005.

Q: If 'm employed by IBM, can | bid on a NiSource job?

A Yes. If you are currently an IBM employee and bid on a role that is posted
externally. If the job is posted internally, you would not be eligible to apply.

Q: How will unpaid vacation be handled?

A Unused vacation will be paid to the employee in their last paycheck or shortly
thereafter.

Q: Will NiSource pay out unused floating holiday time?

A: Rebadged and severed employees who have floating holidays remaining, will
be allowed to recharacterize previously taken vacation as floating holidays before
termination of employment with NiSource.

Q: Will an employee who has signed a severance agreement, then is
offered employment with IBM, still be eligible for severance?

A: Yes, the employee will be given the choice between the IBM offer of
employment and the severance opportunity. However, once an employee
accepts an offer of employment from IBM, severance eligibility is withdrawn.

Q: How soon will I receive my severance check after my separation date?

A Your severance check will be sent within 7 — 10 business days after you sign
the General Release on your separation date.

Q: Can tax liability for your severance payment be deferred?
A: No.

Q: Will employees that are currently on LTD be receiving severance
payments?
A: No severance payments will be given to employees on LTD.

Q: If I have been offered a severance package and | am eligible to retire,
can | retire and also receive my severance payment?

A: Yes, as long as you remain an active employee until your separation date or
are excused by management at an earlier date.
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Q: If l accept arebadge offer, what happens to my NiSource vacation?
A You will receive payment for earned and unused vacation time, based upon
the vacation policy of the applicable Affiliate on the date of termination.

Q: I have received a severance package and | am scheduled to be on
vacation during the last two weeks of my employment. Will | still be able to
take my vacation and receive my severance payment?

A You should discuss your vacation request with your supervisor to ensure that
all transition needs can be met in your absence. You are still eligible to receive a
severance payment, provided you submit a signed Letter Agreement on or before
the deadline date indicated on your Letter Agreement.

Q: Will the Lee Hecht Harrison 2-day workshop for severed nonexempt
employees be offered during Company time?

A: We will schedule offerings of the workshop throughout the year. The
workshops will be offered on back to back Fridays & Saturdays and you may take
Company time to attend the Friday portion of the workshop.

Q: ldon't participate in the NiSource health benefits program today, but
my severance letter indicates that my termination of employment is a
gualifying event under COBRA. Does this mean that | will be given the
opportunity to participate in NiSource’s medical, vision, and dental benefits
plan for 18 months if | choose to do so now?

A Yes.

Q: Can a severed or rebadged employee who is eligible for the newly
offered “grow-in” for retiree health care and retiree life insurance, elect to
participate in NiSource’s retiree medical plan as early as age 55, even if
he/she is employed elsewhere at that time and is not retired from
employment?

A: Yes. For severed employees, this benefit will be provided if the employee
signs the Letter Agreement. For rebadged employees, this benefit will be
provided if the employee accepts the job offer from IBM.

Q: If I have been severed, can | bid on NiSource positions after my
separation date?

A: You will not be eligible to bid on NiSource positions through our internal
posting and bidding program after your separation date. You may apply for
NiSource positions as an external applicant by viewing any external job
opportunities that are posted on the external NiSource internet website, following
the same application procedures as other external candidates. If you seek re-
employment with any NiSource Company and are subsequently re-hired, then a
pro-rata portion of your severance payment must be repaid as of the rehire date
as a condition of re-employment.
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Q: I have received a severance package, but | am eligible for a
performance progression award before my termination date. Will | be able
to receive that progression award, and will my new rate of pay be used to
recalculate my severance payment?

A: We will continue to apply our current compensation practices, including
performance progression rewards up to your separation date. The severance will
be recalculated.

Q: Will exit interviews be conducted with those employees leaving
NiSource and joining IBM? If so, will topics such as pension, retirement,
flexible spend, and 401K be addressed during these sessions?

A No.

Q: Will vacation time banked from previous years be paid out?
A: Yes, banked vacation will be paid out in the final paycheck.

Q: How will flexible spending accounts be treated?

A: Employees will not lose dollars that they have contributed to their NiSource
flexible spending accounts. These dollars will still be made available for use for
services rendered before your termination date.

Q: Will I retain the hardware (i.e. cell phone, blackberry, pager, laptop) that
| currently use to perform my job?

A: IBM is in the process of taking inventory and will be working with NiSource to
ensure that employees have the proper equipment to perform their job.

Q: At present | have access to several NiSource facilities. Having this
access allows me to perform my job. Will I continue to have access to
these same facilities as an IBM employee? Also will | have access to all the
equipment that | currently utilize to do my job?

A As an IBM employee you will continue to have access to the same NiSource
facilities needed to perform your job. Regarding tools, IBM is currently taking
inventory and addressing it with NiSource.

Q: Will rebadged employees retain the purchase card (P-Card) and
American Express corporate cards?

A: There will be a transition to IBM expense processing for all rebadged
employees. This transition process was reviewed during the IBM sign-on
sessions.

Q: What is the status of contract employees?
A All contract employees are being handled on an individual basis.
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Q: Will IBM employees be managing NiSource staff?
A: IBM employees will not manage NiSource staff.

Q: Can an individual initiate and commence retirement without
commencing post-retirement medical benefits?

A: Yes. An employee can waive coverage under the post retiree medical plan.
This is an annual waiver of coverage.

Q: Can I bank vacation and/or floating holidays before | am separated
from NiSource? If so, what is the process?

A. You may bank unused vacation and/or floating holidays if you will be age 45
or older on your day of separation. You need to submit a request stating the
number of hours to your Human Resources Consultant in writing (e-mails are
acceptable).

Q: Can I apply my banked vacation to my 401(k)?

A: Yes. Payout of banked vacation can be contributed to your 401(k) in
the same contribution percentage as your current 401(k) election.

Q: What is the company-paid COBRA benefit?
A: Contact your local HR Consultant.

Q: Are educational reimbursement obligations forgiven for employees
who are severed or rebadged?
A: Yes
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NiSource reports earnings for second quarter 2005
Posted: 07-28-2005 at 08:23 Eastern Time

NiSource Inc. today reported income from continuing operations for the three months ended
June 30, 2005, of $7.9 million, or 3 cents per share (all per-share amounts are basic),
compared with income from continuing operations of $35.5 million, or 13 cents per share, for
the second quarter of 2004.

The quarterly results reflect the impact of $31.2 million, or 7 cents per share, of charges
NiSource recorded during the second quarter of 2005 for restructuring expenses, consulting
fees and obsolete software systems in connection with the outsourcing agreement with I1BM
and other business transformation activities. In addition, second-quarter 2005 results include
a $10.9 million, or 4 cents per share, impairment charge related to goodwill at one of
NiSource's small Indiana distribution companies, which is currently under an earnings cap.

NiSource expects additional charges in connection with the outsourcing agreement with IBM
and other business transformation activities during the second half of 2005 to be in the range
of $40 million to $45 million. These charges include non-cash pension and other retirement
benefit costs and IBM transition fees.

Net income was $39.0 million, or 15 cents per share, for the second quarter of 2005. This
compares to net income of $34.6 million, or 13 cents per share, for the year-ago period. The
2005 results included $31.1 million of income from discontinued operations. Operating income
was $119.4 million for the second quarter of 2005, compared with $157.8 million for the same
period in 2004.

"Operating results from our core utility and pipeline assets remain solid," said Robert C.
Skaggs, Jr., NiSource President and Chief Executive Officer (CEO). Skaggs assumed the CEO
role effective July 1, 2005, upon the retirement of Gary L. Neale, who remains Chairman of
the Board.

"We have said since the beginning of 2005 that this will be a base year, from which we will
build a platform for long-term, sustainable growth," Skaggs added. "We continue to resolve
issues and to demonstrate steady progress on our business plan, which is focused on four
elements: growth in our pipeline business; regulatory and commercial initiatives; management
of our balance sheet and expense management.”

For the six months ended June 30, 2005, NiSource reported income from continuing
operations of $216.6 million, or 80 cents per share, compared with $252.3 million, or 96 cents
per share, in the same period of 2004. Net income for the first six months of 2005 was $245.3
million, or 91 cents per share, compared with $248.1 million, or 95 cents per share, for the
same period a year ago.

The six-month results for 2005 include the same restructuring and other charges outlined in
the second-quarter discussion.

One cent of the decline in earnings per share for the quarter, and 3 cents of the decline in the
six-month results, were the result of an increase in the average number of shares outstanding
at June 30, 2005, compared to the year earlier, primarily due to the issuance during the fourth
quarter of 2004 of 6.8 million shares of common stock upon the settlement of the forward
stock purchase contracts comprising a component of NiSource's Stock Appreciation Income
Linked Securities (SAILS™™).

Skaggs noted that recent developments include the following:
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e NiSource is moving forward on an opportunity, announced earlier this year, to
refinance $1.1 billion of Columbia Energy Group debentures that become callable on
Nov. 28, 2005. The company has received offers to purchase an aggregate of $900
million of unregistered senior notes issuable in seven-, 10-, 11- and 20-year tranches
at a weighted average interest rate of 5.52 percent, with settlement scheduled for
Nov. 28, 2005. The transaction is subject to the purchasers' due diligence and
negotiation of definitive agreements. NiSource expects to finalize documentation by
mid-August and will announce specific details after definitive agreements are
executed.

e NiSource and IBM signed a definitive agreement for IBM to provide a broad range of
business transformation and outsourcing services to NiSource. The 10-year agreement
is expected to deliver upwards of $530 million in gross savings in operating and capital
costs across NiSource's 15 primary operating subsidiaries over the course of the
contract, as well as provide technology advances and enhanced service capabilities.
IBM began providing service to NiSource on July 1, 2005.

e Northern Indiana Public Service Company (NIPSCO) continues to work with the
Indiana Office of Utility Consumer Counselor (OUCC) and some of the utility's
industrial customers to explore various options to address NIPSCO's need for
additional power to meet its unique customer load. NIPSCO continues to be optimistic
that the parties can collaborate to reach a mutually acceptable solution that will
address electric reliability issues. Whiting Clean Energy, another NiSource subsidiary,
offers an immediate, economic and dependable solution to the reliability concerns for
NIPSCO customers. The Indiana Utility Regulatory Commission (IURC) on July 1 issued
an interim order approving NIPSCO purchases of Whiting Clean Energy power
necessary to meet those reliability concerns. The order allows NIPSCO to recover only
the fuel costs associated with such purchases through the normal fuel cost adjustment
process.

e The Massachusetts Department of Telecommunications and Energy (DTE) is currently
conducting hearings on Bay State Gas Company's $22.2 million, or 4.7 percent, base
rate case. The DTE is expected to issue an order no later than Nov. 30, 2005, with
new rates going into effect no later than Dec. 1, 2005. The rate case includes
requests for a performance-based rate plan and cost recovery for a steel infrastructure
replacement program.

e NiSource's Pipeline Group, under the leadership of President Chris Helms, who joined
the company in April, is well positioned to identify and capture long-term growth
opportunities by helping meet increasing market demand for natural gas in the eastern
United States. NiSource's Columbia Gas Transmission Corp. recently launched an open
season for a proposed expansion of its natural gas transmission system in the
Tidewater, Va., area. An open season was held recently for Millennium Pipeline, which
is targeting a November 1, 2007, in-service date, pending the receipt of necessary
approvals. Hardy Storage Company, LLC is on track to develop a natural gas storage
field from a depleted natural gas production field in Hardy and Hampshire Counties, W.
Va. Hardy Storage, which is being jointly developed by Columbia Gas Transmission
Corp. and a subsidiary of Piedmont Natural Gas, filed its formal project application
with the Federal Energy Regulatory Commission (FERC) in April.

"These important milestones are part of our four-point plan for growth and underscore
NiSource's commitment to deliver on our business plan for 2005 and 2006," Skaggs said.

The full text of the earnings release, as well as a link to a conference call with investment
analysts that will be hosted this morning by Skaggs and Mike O'Donnell, NiSource executive
vice president and chief financial officer, are available via the NiSource Web site.
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'Taking the pulse' of transformation
Governance model key to successful NiSource/1BM relationship

Posted: 07-14-2005 at 13:15 Eastern Time

Why are some outsourcing deals successful, while others struggle? The answer often lies in
"governance," the business processes used to manage the relationship between a company
and its service provider.

"The biggest key to success in outsourcing is having solid governance structures and
procedures in place," Violet Sistovaris, senior vice president, administrative services,
explains. "That's why NiSource has placed a tremendous amount of emphasis on developing a
very strong governance model for our long-term relationship with IBM."

A principled approach

Sistovaris noted that well before a deal had been reached with IBM, NiSource established clear
guiding principles for the company's long-term relationship with its service provider. These
include:

e Focus on results for all stakeholders including business units, corporate functions,
employees and customers.

e Foster a fair, productive and collaborative relationship in conjunction with "no
surprise” communications across all functions, business units and the service provider
to achieve results, reduce complexity and facilitate the rapid resolution of issues.

e Manage the "what" not the "how" - which means managing results and outcomes of a
process vs. actually running the daily operation)).

e Maintain a focus on service excellence through proactive management of all service
providers.

e Clearly articulate, monitor and report cost savings and service levels, in ways that are
actionable and meaningful to all stakeholders.

Maintain control through review and approval of key decisions and outcomes.
Encourage innovation and simplify business operations and management processes
wherever possible.

e Empower and leverage the providers' service expertise.

e Avoid duplication of service provider responsibilities.

"We felt it was important to develop a set of governance principles that would form the basis
for a high-trust, value-focused relationship between NiSource and IBM going forward,"
Sistovaris says. "Regardless of the issue, we believe we can address it positively and
efficiently within this framework."

Center of Excellence staffing

Once the transformation agreement with IBM was announced, NiSource immediately set to
work staffing the governance team charged with overseeing the contract. The Governance
group is separate from the retained organization structure announced last week, but several
dotted-line reporting relationships exist between the two groups.

"Our governance team will work closely with employees in retained groups and across
NiSource to continuously take the pulse of the organization, assess IBM service levels and
address performance issues or changing business needs," Sistovaris says.

NiSource's Governance Center of Excellence, under the direction Sherry Gavito, vice
president, governance, has responsibility for areas such as contract compliance, and service
quality. The group also features a program management office (PMO) to monitor, track and
report on all IBM projects. Positions in the Center of Excellence include PMO Leads Julie
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McElmurry and Kevin Kirkham, Financial Manager Pat Gyure, contract and compliance

manager (currently vacant) and Service Quality Manager Don Sievert.

On full-time assignment to lead the Enterprise Transformation Center of Excellence is Karen
Lohss, serving in the role of vice president, enterprise transformation. NiSource's
Organization Development function continues to report to Lohss, as does Angel Hoover,
enterprise transformation, and a change management specialist position (currently vacant).
Stephanie Janos, from Corporate Communications, also is on full-time assignment to support
change management, reporting to Lohss.

"l am pleased that we have such a skilled and experienced group of people assuming these
key roles on the governance team," Sistovaris says. "While this is a new type of organization
for NiSource, our team is quickly ramping up, and will soon be engaged with employees across
the organization in helping make our new relationship with IBM a success."

Note: Violet Sistovaris discussed the new NiSource Governance Model during a
teleconference available to all employees on July 14. More information about the Governance
Model, as well as other transformation information sessions, is available on MySource.
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Employees invited to attend third and final
round of outsourcing info sessions

Posted: 07-11-2005 at 08:01 Eastern Time

A third round of outsourcing information sessions has
been scheduled for July 12-14. The 30-minute virtual
sessions are open to all employees and feature NiSource
leaders providing an overview of outsourcing and
transformation plans for their areas.

The second series of meeting began on Wednesday, July 6,
when PMO Lead, Julie McEImurry and Director of
Customer Contact Centers, Mike Davidson presented the
transformation plans for the Customer Contact Centers.

On Thursday, July 7, Vice President of Information
Technology, Dick James wrapped up the week’s sessions
by reviewing the plans for IT. These sessions are currently
available for audio playback via Meeting Place and
Sametime. Click the banner on the MySource Homepage
for additional information.

Human Resources, Finance and Accounting and

Governance will be featured in the July 12-14 sessions.

Reserved
Conference
Conference Call Rooms
i Information
Sessn_on Presenter ||Date/Time
Topic
Charleston -
Energy
Room
Meeting Place
Tuesda; 1.888.481.1480 Civic
Human Karen Y- ID: 2008
July 12 i . Center,
Resources Lohss ] Sametime Session
12:30-1 ET L Columbus -
Title: Human L
Auditorium
Resources
Merrillville -
ISCA
Meeting Place
Wednesda 1.888.481.1480 Egzrrleston _
Finance and Jeff Y ID: 2009 9y
. July 13 ; . Room
Accounting [[Grossman A Sametime Session
12:30-1 ET | 7 _
Title: Finance and
Accounting Civic

Center,
Columbus -
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Auditorium

Merrillville -
ISCA

Meeting Place |charleston -
1.888.481.1480 ||Room 1174

ID: 2010
. Thursday, o
Governance Sis\:gcztis July 14 Sametime Session Civic
12:30-1 ET (|- Center,
Title: Governance |(columbus -
Auditorium
Merrillville -

ISCA




D.T.E. 06-31

Attachment DTE-BSG-1-10 (C)

‘uonejuasaid

9y 0] Yoeq awo09 01 MOPUIM Jeyl azZIwiuiw

01 paau Aew no A “BulAe|d ueis Ajsreipawiwi
[[IM O1pNne ay) pue yaune| [[IM MOPUIM MaU

Page 116 of 261

Bay State Gas Company

‘31ay 2110
‘uolyejuasaid siy) Jo uoniod olpne ay) 0] uaisi| 0

Arewwins uonewJojsuel |

sawer )21
00z ‘L AInc

ABojouyoss] uolrew.iojul




aanoeud
1Saq 01 uoneibiw syl arel|ioey ||IM Teyl salbojouydal pue s|o00] dojaAag

D.T.E. 06-31
(C)
Page 117 of 261

SaniAnoe
2d09S-Uul JO SSauaANDaya pue Aodualdiya ayl yiog anoidwi Ajjeoanewelp
M Teyl ‘diysiapes| a2inoSIN AQ uonelapisuod 10 ‘sabueyd Aoljod Ajnuap| e

Bay State Gas Company

A&achment DTE-BSG-1-10

sallIAloe ad0aSs-ul Y] JO S|aA9)
92IAI3S pue 3|Ijoid 1509 ay) anoiduwil Ajjeaipel 1eyl sassadold yiom dojpaanaq e

SjuBWbas 19yJew |eloJswwod
1ay1o woJ) pue Ansnpuj saninn ayl uiyum wouj saonoeud 1saq 1dopy .

Arewwins uonewJojsuel |

JUSWIUOJIAUS S,Aepo] ul pajuswbel)
ale 1ey) sassadsoid Bunsixs 1aaulbusal pue azipiepuels ‘a1epljosuo) .

uollewJojsuel] JO S[eo9




D.T.E. 06-31

Attachment DTE-BSG-1-10 (C)

uoneI0| 921n0Ssal [eqo|b NG| 01 palelbiw suoneoldde awos jo yoddng .

Page(HB of 261

Bay State Gas Company

SUOIBI0| 92INOSIN 1e paulelal Juswabeuew seb ¥ YQyIDS J10) uoddng .
uonN|os NG| Ol }jIng uonipuod/abe uoj ysaljas ABojouyda) pauue|d e

A1uN2as || pue ‘aaueldwod Alorenbal ‘Alanodal 1s)sesIp
‘21n10a1lyoJe % Abarens || JO |0UOD BWNSSE 10U SB0p NG YUM SISISSe NG|

1oddns
VAvOS pue sysap djay ‘Sylomiau eiep pue adloA ‘suoneiado ainonseljul
‘luswdojanap pue asuruslurew suonediidde 1oj Aljigisuodsal sawnsse NG| e

Arewwins uonewJojsuel |

Alewwns uonn|os | ue|d 1|




San[ioe) 82IN0SIN e urewsal sysaq djaH S| pue JojebineN e

D.T.E. 06-31

Attachment DTE-BSG-1-10 (C)
Page 119 of 261

0JU0JO | Ul J31uadd NG| 1e paredo] ysaq dioH Abojouyos] .

Bay State Gas Company

syuswanosdwi Alpenb ssaooud Jueoiubis .
aInoauydJe || payiiduis » paziplepuels .
oljojiiod uoneoldde pazireuoney e

UOIJepI|OSUO0I JISAISS

Arewwins uonewJojsuel |

puowweH 0] pajeibiw Jswa) ereq YD ajqreiN

Alewwns uonn|os | ue|d 1|




D.T.E. 06-31

Attachment DTE-BSG-1-10 (C)
Page 120 of 261

Bay State Gas Company

92JNOSIN pue Ng| Usamiaq a2IAI8S
pue uoneznuoud Joj a|qisuodsal siabeur|y 9ouBWI0Sd 9IAISS OM]| e

uonoalip a1barens 19s pue ue|d djay 01 suun
ssauisng ayl yum Apoalip Bunjiom si010a41q diysuone|ay Ssauisng oM e

S92IAIBS UIWPY ‘dA ‘IS 01 suodas uoneziuehio || paurelay e

S4MOnNis e L L

ABojouyda] uonew.iojul



D.T.E. 06-31

Attachment DTE-BSG-1-10 (C)
Page 121 of 261

SaNnIANoe ¥ a1eulplood pue uejd o) Jabeuely A1an0day Jaisesiq 1| o

Bay State Gas Company

aoueldwod Alorejnbai 1ayio pue
Bunipne ayeulpiood 0] SsisAfeue pue iabeuey asueldwo) Aiojenbay || -

Aonjod A111n28s 18s 01 1sAjeue pue Jabeue|N AlUNJ3S ||

uonoalip Abojouyosl ssalppe 0] Jabeue|n ain10aYIY || e

S4MOnNis e L L

ABojouyda] uonew.iojul



D.T.E. 06-31

Attachment DTE-BSG-1-10 (C)
Page 122 of 261

|9pow 82IN0Sal a|qIXajAuswabeuerw puewaq

Bay State Gas Company

aoueldwod pue Aoualsisuod apinoad
0] SalllAnoe Juswadueyua pue abueyd 10) ABojopoylaw piepuels .

SJUBWaaI0e [9A3] 92IAISS PAZI[eW O e

ssa20.4d 1senbal Jasn piepuels .

Arewwins uonewJojsuel |

SS920.d

ABojouyda] uonew.iojul




D.T.E. 06-31

Attachment DTE-BSG-1-10 (C)

syjuow 8T JaA0 BuloBUO UONEPI|OSUOD IBAISS

Page 123 of 261

Bay State Gas Company

suoneao| [eqo|b
ING| 01 900¢ 10 Buluuibag Ag pauonisuel) asueuajurew uonedljddy e

S00¢ J0 pus ayr Aq pauonisuen
AjInJ woddns 3iomiau pue ¥sap djay Buipnjoul S82IAISS 18Sn pug e

USALIP 8SBD ssauisng e

Arewwins uonewJojsuel |

SS920.d

ABojouyda] uonew.iojul




(|00} paseq-gam) [erod YH-9

(Buipuny o1B6ayens) 19aloid SN UCINQLISIP MBN e
(woisn?) Miomawedy uonelbayul DZIN ® DD
(lepow palsoy dsvy) ureyd Alddns d4-01-d
(paseyoind) uonepijosuod WalsAs [eloueuld e

D.T.E. 06-31

Attachment DTE-BSG-1-10 (C)
Page 124 of 261

Bay State Gas Company

:Suolewlojsuel] pauoddns-] |

(9002) uonezireuone. oljojiod uonediddy .
(NND) 19pow Aunyew Aljigeded alem)jos |3S
2IN129lIydJe pajgeus YOS e

:suonewlojsuel] Ji10ads-] |

Arewwins uonewJojsuel |

uolrewuJaojsuel |

ABojouyda] uonew.iojul




>
(@)
@)
@)
-
i
O
()]
I_
-
@)
r
M
&
| -
@)
(.
-

Bay State Gas Company
D.T.E. 06-31

Attachment DTE-BSG-1-10 (C)
Page 125 of 261

Questions?
Dial #71 from your phone to ask a question

Arewwins uonewJojsuel |

10



‘uonejuasaid

a1 0] Yoeq awo09 01 MOPUIM eyl azZIwiuiw

01 paau Aew no A “BulAe|d ueis Ajsreipawiwi
[[IM O1pne ay) pue yaune| [[IM MOPUIM MaU

D.T.E. 06-31

Attachment DTE-BSG-1-10 (C)
Page 126 of 261

Bay State Gas Company

‘31ay 2110
‘uolrejuasaid siy) Jo uonod olpne ay) 0] uaisi| 0

Arewwins uonewJojsuel |

A1InW 3o alnC pue uospineq aiIN
G00¢ ‘9 AIne

S19]lua) 19BJUO0D I=sWO0lSNYD




99noe.d 1sag 0] uoneibiw
ay) alell|Ioe] [IIM 1ey) salbojouyoal pue sjoo) dojonag =

D.T.E. 06-31

Attachment DTE-BSG-1-10 (C)
Page 127 of 261

SalIAlOR 8d09S-Ul JO SSBUBAID8)JD pue Adualdly)s
ayl yroq anoiduwil Ajpesnewrelp ||Im ey ‘diysiapes)
92IN0SIN AQ uoneiapisuod 10} ‘sabueyd Adijod Ajnuap| =

Bay State Gas Company

salIAloe adoas-ul ay) JO S|9AS] 92IAIBS pue 3j1j0.d
1509 3y} anoiduwi Ajpeaipel reyl sassadold yiom dojanaq =

Sjuawbas 189yew [el12JaWwWwod Jaylo Wol)
pue Ansnpuj sajinn ayl uiyum wouy saonoeld 1sag 1dopy =

Arewwins uonewJojsuel |

JuswiuolInue S, Aepo) ul pajuawbel) ale reyl sassadold
Bunsixa Jasuibusal pue aziplepuels ‘91epljosuo) =

uollewJojsuel] JO S[eo9




D.T.E. 06-31

Attachment DTE-BSG-1-10 (C)
Page 128 of 261

suolenobau uo paseq sniels DD YA =

Bay State Gas Company

DD NI 8yl BuinjoAul awi siyy 1e sabueyd ON =
SuoepIosuod D3I AM ® HO =

xalaA/NG
AQq pabeuew uonedo| vd ‘playylIwS uaInd ay) 1e

PS1LO0| 181USD 19BIUO0I JBWO0ISNI PalepI|oSuod 9|BUIS =

91N310N11S

S19]lua) 19BJUO0D I=sWO0lSNYD




(syjuswanoiduwi ssao0ud ‘@ouruaUIRW PIY €D
6:9) oddns pazienuad jeuonippe apinoid sisierdads oddng saiyl =

31

10 (C)

D.T.E. 06
ge 129 of Z61

Attachment DTE-BSG-1

sdiysuone|al [euoioun}-SsoJd pue uonelbalul ssauisng
0} S19BJU0D A9y Sk aAIas S)sifeldnads uoneibalu] [eUOOUN)-SSOID OM] =

A Pa

Bay State Gas Company

XaMaA/NGI B IN Se [[oMm se ‘IN ® 20D
uaamilag diysuonejal 10j a|qisuodsal Jabeue|y aduLWIOlIBd 9IIAIBS =

5002 ‘T AInC Jo se Jabeuew DD [e20] 0}
110daJ SI01eUIPI00D) 32I0OPIOAA ‘siaurel] ‘sisijeldads aasueinssy Allend =

S92IAISS “UIWpPY
‘dA "IS 01 spodas oym 1010811 DD Ag paj uoneziuelbio DD pauelay =

2INoNnis T T T

S19]lua) 19BJUO0D I=sWO0lSNYD



1N0-p|Iing [enualod pue HHD Jo uoneinbijuodal ‘syun
[npow 39 yum pajuawajddns Aioeded jeaisAyd pipyyiwus —

ODN 01 Buinow S|[ed 1IPaId AMD —
uoljewJojsuel] uo Juspuadap jou uonisuel| —

&

Attachment DTE-BSG-1-10 (
2

D.T.E. 06
Page 130 of

Bay State Gas Company

Aoeded Aouabunuod Joj pue 1pald 10j 3sn panunuod OON —

Spaau [euoseas 1aaW 0] AJloeded pappe apn[oul S1SeJa104 —

-:uonisue; burnp
Aloeded ainsua 0] pauue|d sapuabunuod s|dnNy =

GO-T-ZT AQ PISBYNWS 01Ul SBIEPIJOSUOD DD AM =
GO-T-6 AQ pIaLYIWS Olul S8YePI|oSU0d DD HO =

Arewwins uonewJojsuel |

SS920.d

S19]lua) 19BJUO0D I=sWO0lSNYD




D.T.E. 06-31

Attachment DTE-BSG-1-10 (C)

(abesn |00] eIA JWbW aouewaopad aAISuUauI
alow ‘Bulurel) suljuo) syuswanoiduwl [euoietadQ =

Page 131 of 261

Bay State Gas Company

uononpal | HY — leuod dopjsaq =

uononpal | HY ‘uoneuiwis
182 — (sdod uaalas aiow ‘gapn ‘HAIl) 92INISS-)|9S =

uononpal
LHY ‘uoneuiwi|s [[ed — sjuawanoidwi SS320.d =

Arewwins uonewJojsuel |

uolrewuJaojsuel |

S19]lua) 19BJUO0D I=sWO0lSNYD




Bay State Gas Company
D.T.E. 06-31

Attachment DTE-BSG-1-10 (C)
Page 132 of 261

(7))
-
D
s
-
(V)
@)
)
O
©
)
c
@)
@)
-
()]
&
@)
s
(7))
>
@)

Questions?
Dial #71 from your phone to ask a question
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Employees invited to attend second round of
outsourcing info sessions

Posted: 07-05-2005 at 05:15 Eastern Time

A second round of outsourcing information sessions has
been scheduled for July 6-7. The 30-minute virtual
sessions feature NiSource leaders providing an overview
for all employees of outsourcing and transformation plans
for their areas.

The series of meetings began on Tuesday, June 28, when
Chief Financial Officer, Mike O'Donnell provided a
summary of NiSource's overall transformation business
case. On Wedensday, June 29, Chuck Shafer

discussed plans for Meter to Cash, and Tim Tokish
wraped up the week's sessions with a Supply Chain
overview on Thursday, June 30. The Meter to Cash and
Supply Chain sessions are available for audio playback via
Meeting Place and Sametime. Click the banner on the
MySource homepage for more information.

Customer Contact Centers and Information Technology will
be featured in the July 6-7 sessions. Additional sessions
are being scheduled for the following week.

Session Conference Reserved

Tobic Presenter | Date/Time Call Conference
p Information Rooms
Charleston
— Room
1050
Meeting Place
Wednesday, 1.888._481.1480 Civic
Julie July 6 ID: 2006 center,
Customer y
McElmurry Columbus -
Contact and Mike i Auditorium
Centers . 12:30 — 1 Sametime
Davidson o . (EDT) Session Title:
o Customer Southlake
Contact Centers Complex,
Merrillville -
ISCA and
1SCB
Charleston
— Room
1178
Meeting Place Civic
1.888.481.1480
Thursday, ID: 2007 Center,

] July 7 . Columbus -
Information Dick James Auditorium
Technology Sametime

12:30 =1 1 sossion Title:
p.m. (EDT) Information. Southlake
Complex,
Technology e rilivilie -
ISCA and

I1SCB
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Dial #71 from your phone to ask a question
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Next steps in outsourcing transition outlined
Posted: 06-30-2005 at 10:40 Eastern Time

With July 1 upon us, many people have questions about what the outsourcing transformation
means to day-to-day activities, both now and in the future. Here are some key points about
what to expect next in the transition process:

What happens on July 1?

In nearly all cases, it's business as usual on July 1. Although many people will officially
become IBM employees on that day, they should continue to follow their normal schedule and
carry out regular work activities. Unless otherwise informed, employees will have access to all
the same tools, resources and facilities they normally would use.

Also, for all NiSource employees or customers who need services from any areas affected by
the outsourcing transformation, it is also business as usual. Please continue to use the same
phone numbers (i.e., IT help desk) and contacts that you use today for any questions or
requests.

What's next in the transition process?

Within each function, transition teams are being formed to manage the transfer of NiSource
business processes to IBM. NiSource transition leaders assigned to the teams will be
responsible for working with IBM counterparts to help make sure IBM receives the information
it needs to deliver services and achieve milestones set in the agreement. This will require
commitment and support from employees across the functions involved as well as throughout
the NiSource organization. Details about transition activities and schedules will be
communicated within each function.

What is "Knowledge Transfer"?

In areas where entire work processes are being assumed by IBM, one of the most critical
elements of the transition will be knowledge transfer. Knowledge transfer is, quite simply,
the transfer of information from NiSource employees to the service provider's employees. The
process ensures that IBM has essential information about workflow, procedures,
documentation and resource requirements so it can deliver the service NiSource expects.

In some cases, the knowledge transfer will include on-site IBM team members "shadowing”
employees as they do their jobs over the next several weeks or months. For example, an
initial phase of observation will begin next week in some Finance and Accounting locations at
Columbus and Merrillville related to the financial quarter close.

Face-to-face, on-site knowledge transfer will be used in some locations, while in other cases
IBM will be using "desk-to-desk™ knowledge transfer. This process will use computer
technology to document and share workflow information without IBM team members needing
to be on site. Web-enabled telephones also may be used so that IBM employees can ask
questions.
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NiSource retained organization leaders announced
Posted: 06-30-2005 at 08:51 Eastern Time

Leadership assignments were announced today in NiSource's retained organization, which will
provide ongoing strategic guidance for functions being outsourced to IBM.

"Although IBM will be responsible for day-to-day work in the outsourced areas, NiSource will
continue to define overall policy and strategy, and approve changes in these functions," said
Senior Vice President, Administrative Services, Violet Sistovaris who is leading both
NiSource's retained and Governance organizations. "While the retained organization structure
in each area is very small, those individuals play an important role in working with our
NiSource business partners and IBM in satisfying business needs."

Leadership assignments in the retained organization reporting to Sistovaris include:

Dick James, vice president, information technology
Chuck Shafer, vice president, meter to cash

Mike Davidson, director, customer contact centers
Tim Tokish, vice president, supply chain management

Other previously announced retained organization assignments include:

e LaNette Zimmerman will continue to lead human resources, to report to President
and CEO Bob Skaggs.

e Jeff Grossman in finance and accounting and Scott MacDonald in retail products
and services will continue reporting to NiSource Chief Financial Officer Mike
O'Donnell.

"l am delighted that we have such an experienced and knowledgeable group of people in these
key roles," Sistovaris said. "These leaders and their teams have a short-term challenge of
partnering with IBM on the transition process, and a long-term commitment to oversee
transformation of their business functions in a way that ensures strategic alignment with
NiSource's business needs."

Note: This is part of a continuing series of MySource articles focusing on NiSource's
outsourcing business transformation. Coming up next: More about NiSource's groundbreaking
Governance organization.
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Questions
Dial #71 on your phone to ask a question.

Transforming To
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Skaggs: IBM deal brings new technology, sharpened business focus
Posted: 06-22-2005 at 15:31 Eastern Time

NiSource's collaboration with IBM will result in new technology and process improvements
while allowing NiSource to further focus on its core strengths of providing safe, reliable utility
and pipeline services to customers.

That was a key message shared by NiSource President Bob Skaggs during a conference call
with company managers Tuesday afternoon.

"l want to emphasize that, for NiSource, this is indeed a broad transformation of the way we
do business,' Skaggs said. "It will enable us to access new technology and service capabilities
for our company, and state-of-the-art service for our customers, while we re-deploy capital
toward growth opportunities.”

In discussing the need for transformation, Skaggs explained that NiSource's core day-to-day
business generates normal revenue growth of about $20 million per year, net declining
usage. Meanwhile, the company experiences about $25-30 million per year in cost increases,
including such things as wage and benefits cost increases and depreciation.

"Our financial challenges are not unique within our industry, and in many ways we are better
positioned than many of our peers. We have great assets, great people, and strong, balanced
plans to deal with the challenges. But we need to move quickly, and IBM can help us deliver
on our plan." Skaggs added.

Skaggs listed several examples of benefits NiSource and its customers will receive from the
company's collaboration with IBM:

e Fully integrated financial systems to speed data gathering and analysis

e A standardized, stable and secure technology platform that can grow in a cost-
effective manner
A new procurement system to source materials more efficiently and at lower cost
The next wave of voice recognition, Web enhancements, call management tools and
information systems to support customer facing areas of Contact Centers and Meter to
Cash

Skaggs acknowledged that the change will have impacts on employees, and reminded leaders
that NiSource's decision to outsource was not a reflection on the performance of any group or
individual affected by this change.

"l know that each of us will be supportive of one another as we work through this transition. |
believe that, in the balance, it's the best business decision for NiSource. It's going to position
us for sustainable future growth and ensure continued success in our mission to provide safe,
reliable energy services."

A series of communications are planned for the next several weeks to provide employees with
details about the transition and transformation plans. Special meetings for employees who
received an employment offer from IBM also began today.

Skaggs said he also plans to visit locations around the company during the coming weeks to
talk about this and other NiSource strategies for the future. Watch MySource for more
information about these and other communications.
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New organization structure announced
Strong governance model in place

Posted: 06-22-2005 at 05:45 Eastern Time

NiSource on Monday (6/20) signed a 10-year contract with IBM providing for IBM or its
subcontractor's operation of various business support activities in finance and accounting,
information technology, human resources, meter to cash, contact centers, sales centers and
supply chain. The contract takes effect on July 1, 2005.

"While the day-to-day operation of some processes within these functions will become IBM's
responsibility, NiSource will continue to develop strategy and policy for these services and will
have responsibility for the transition plans and transformation projects within these areas,"
says Bob Skaggs, NiSource president. "In addition, we have developed a robust governance
model, new to NiSource, to ensure realization of the contract's value to all stakeholders."

The model provides for defined processes that monitor the overall contract, provide for rapid
resolution of issues and enables consistent direction by NiSource to IBM. Senior Vice
President, Administrative Services, Violet Sistovaris is leading both the retained and
governance organizations. Also reporting to Sistovaris are Gail Harowski, vice president,
facilities and asset protection, and Tom McKain, special projects. Sistovaris reports to
Skaggs.

Retained Organization
The following leadership positions will exist in the retained organization and will report to
Sistovaris:

Vice president, information technology
Vice president, meter to cash

Director, customer contact centers

Vice president, supply chain management

LaNette Zimmerman in human resources will continue to report to NiSource Chairman and
CEO Gary Neale and Jeff Grossman in finance and accounting and Scott MacDonald in
retail products and services will continue reporting to NiSource Chief Financial Officer Mike
O'Donnell. As was communicated previously, the work management review has been put on
a separate track from outsourcing with a six to nine month period outlined for the
development of a blueprint plan for proceeding with the review.

Governance organization

The newly developed governance model brings into a single organization all the related
functions necessary to realize the value of the business process transformation collaboration
with IBM.

"From managing the elements of the 2,000-page contract to realizing the service agreements,
to ensuring no surprise communications between the parties, and defining decision-making
roles, our governance model represents a structured means for balancing all our needs," says
Sistovaris. "We fully expect to have a smooth and beneficial collaboration with IBM, and this
governance model is designed to facilitate the processes and roles to make that happen.”

In addition to the functional leaders, additional leadership roles in the governance organization
include Sherry Gavito, vice president, governance. Gavito will have overall responsibility for
the Governance Center of Excellence, which includes contract compliance, service quality, and
the program management office (PMO). Positions also reporting to Gavito are PMO leads,
financial manager, contract and compliance manager and service quality manager.
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Karen Lohss, will be vice president, enterprise transformation and lead for the

Transformation Center of Excellence. Lohss has overall responsibility for change
management. Positions reporting to Lohss are change management consultant,
communications manager and change management specialist.

Organization charts outlining these positions will be posted to MySource once the notification
process is complete.
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Questions and Answers
Day-1 Information Regarding NiSource’s New Agreement with IBM and the Transition Process

The Business Case

Why did NiSource make the decision to outsource?

Our collaboration with IBM will enable NiSource to transform our business to further focus on our core
strengths of providing safe, reliable utility and pipeline services to our customers. It will enable us to
access new technology and service capabilities for our company and our customers, and re-deploy capital
toward growth opportunities.

How does outsourcing fit with NiSource’s overall strategic plan?

This long-term relationship with IBM is a key component of NiSource’s balanced four-part plan to
establish a platform for long-term, sustainable growth. NiSource is focused in 2005 on pursuing growth
opportunities in its extensive natural gas pipeline and storage system, implementing regulatory and
commercial initiatives in its distribution business, continuing to strengthen its balance sheet through
prudent financial management, and identifying innovative ways to manage overall costs and free up
additional capital for investment in its core gas and electric operations. Working with IBM will help us
achieve these goals of delivering basic support activities while freeing us to focus on our strategic
business priorities.

What are some specific benefits NiSource and its customers will see from outsourcing?
Examples of specific benefits of our collaboration with IBM will include:

o Fully integrated financial systems (General Ledger, Payroll, Data Warehouse, Project
Accounting)

o0 Standardized, stable and secure technology platform

0 One procurement system to source materials more efficiently and at lower cost, giving us better
specifications and controls

0 Next wave of technology and web enhancements; better call management tools and improved
access to information in customer facing areas of Contact Centers and Meter to Cash

o0 Common desktop and improved tools to help people manage work

Will outsourcing affect customer service or emergency response time?

Customer service, safety and reliability are critical priorities for NiSource, and we will not compromise
them as part of this effort. The agreement with IBM includes specific requirements regarding maintaining
customer service standards.

Why did NiSource choose IBM?

Based on the operational solutions IBM developed, its commitment to quality customer service, its shared
values with NiSource, the opportunities for NiSource employees and the pricing strategy, we selected
IBM.

NiSource/IBM Q&A
June 21, 2005
Updated July 7, 2005
Page 1 of 8
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What functions and services are included in the agreement with IBM?

As part of this agreement, IBM will operate a broad range of business support functions for NiSource,
including processes within the human resources, finance and accounting, supply chain (procurement),
customer contact, meter-to-cash (billing and collections) and information technology areas. The
agreement will include a broad array of transformational consulting services and emerging technology
expertise, as well as a unique approach to governance between the two companies to rapidly drive value
across a multi-process business transformation outsourcing solution. In addition, NiSource and IBM are
committed to continuous improvement of levels of customer service, business efficiency and functional
integration at NiSource.

When will IBM begin providing services to NiSource?

Transition of services to IBM will begin immediately. While IBM will be responsible for providing
service to NiSource beginning July 1, 2005, transition will be completed over the course of the coming
months.

What is the length of the contract?
Ten years. This is a standard contract length for this type of relationship in order to permit the realization
of the benefits from the transformed processes.

Will work be done offshore?

IBM has an extensive global service delivery network with approximately 329,000 employees worldwide.
Our agreement with IBM includes having work done here in the U.S. (including all customer-facing
activities) and at other locations in IBM’s global network. More information about specifics of the service
delivery plans will be available in the coming days.

How will we get more detailed information about the transformation?

Our first priority today has been to communicate with employees who are directly affected by the change.
During the coming days there will be a variety of opportunities for all employees to learn specifics about
the business transformation and transition process. Watch for more information coming soon.

We have heard about cases where outsourcing has not been successful. How will this effort be
different?

We believe success in working with any service provider begins with carefully and clearly defining
content of the work and related processes, service level expectations, as well as the processes both the
provider and the company will follow to ensure ongoing service quality and responsiveness. That is why
we engage in a disciplined process to define our specific work and service requirements for each function
and developed a comprehensive governance process to manage this relationship and help make our
collaboration with IBM successful.

Will there be additional reorganization beyond outsourcing, such as in other groups, etc.?
NiSource’s goal is to create the best, most well positioned organization possible. As always, we will
continuously strive to improve the efficiency and effectiveness when it makes good business sense to do
SO.

What will NiSource do with the savings it is achieving from this effort?

NiSource has a balanced plan to achieve long term sustainable growth and the savings generated from
outsourcing will free up capital to invest in growth opportunities in our utility and pipeline businesses -- a
key component of our plan. It is also important to note that the savings being generated from the

NiSource/IBM Q&A
June 21, 2005
Updated July 7, 2005
Page 2 of 8
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Did the company consider potential data security issues around outsourcing?
Safety and security of our data and systems is and continues to be a high priority. The agreement with
IBM specifically addresses these issues, and we are confident that IBM can deliver on this commitment.

How will IBM be measured on its success?
IBM’s success will be measured by achieving the agreed upon service levels, which include numerous
service quality metrics, realization of the cost reduction benefits, and continuing a strong relationship

Does IBM do a lot of outsourcing like this?

IBM’s Global Services is the world’s largest business services company and has been providing
outsourcing services to industry-leading clients for more than a decade. With more than 175,000
professionals working with clients in 170 countries, IBM Global Services helps companies develop
business and IT strategies, optimize business processes and manage business and information systems.
Major industry analysts, such as Gartner, IDC, and Forrester, recognize IBM Global Services as a world
leader.

One area of key strategic focus for IBM is Business Transformation Outsourcing (BTO), a service that
delivers faster, more successful, and enduring business transformation. As a BTO service provider, IBM
commits to the continuous strategic change and operation of the client’s business processes — integrating
people, process transformation and technology innovation. Leading enterprises across a range of
industries have turned to IBM to implement the large-scale business process changes needed to support
growth, cut costs, manage risk, increase organizational agility, and develop the necessary capabilities to
be competitive.

Why is IBM using a subcontractor for some processes? Which processes and why?

For NiSource, IBM has selected Vertex to assist in the transformation at NiSource for Customer Contact
Centers and Meter-to-Cash, including Remittance Processing and Credit and Collections. Vertex is one of
the world’s leading Business Process Outsourcing (BPO) companies in the energy and utility market with
ten years experience in the sector. Combined with IBM's technology and business transformational skills,
the team makes for a powerful force in the market.

Who is Vertex? What is the company’s background?

Vertex was created in 1996 from the merger of two regional Utilities serving Gas, Electricity and Water
customers in the North West area of England. United Utilities created Vertex at the time to integrate and
consolidate the non-core but essential Meter to Cash, IT and Supply Chain services that supported its
regulated business, to prepare its Customer Service operations for market deregulation in 1998 and to
deliver substantial merger cost savings. Vertex is now an international business process outsourcer with
particular expertise in customer management. The company develops and implements a range of
outsourcing solutions for many leading organizations in the commercial, financial services, utility and
public sectors. Starting with 2,500 transferred staff when it was created; Vertex now has more than
10,500 employees in locations across the UK, North America, Europe and India. Vertex remains wholly
owned by United Utilities. For more information, see www.vertexoutsourcing.com

Does Vertex do a lot of outsourcing like this?

Over 50% of Vertex revenue is generated from the Energy and Utility Sector and 100% of Vertex revenue
is generated from Business Process Outsourcing with a specific emphasis on Customer Management.
Vertex is one of the UK's largest Call Center providers and has won numerous Industry Awards for its
services including the 2004 Best Outsourcing Partnership with Westminster City Council.

NiSource/IBM Q&A
June 21, 2005
Updated July 7, 2005
Page 3 of 8
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Who made the staffing decisions? NiSource or IBM/Vertex?
NiSource made the decisions regarding its organization. IBM and Vertex made their own decisions
regarding their employment offers.

If an employee receives an offer from IBM, does that mean they will not have an offer from
NiSource?

In most instances, when an employee receives an offer of employment from IBM, it indicates that the
employee will not be receiving an offer from NiSource.

Is a severance being offered to released employees?
In accordance with the applicable Severance Policy, severance will be available to NiSource employees
who do not secure comparable employment with NiSource, IBM or Vertex.

Is outplacement assistance being provided to those employees?

Yes. NiSource has retained Lee Hecht Harrison, a prominent global career management services
company, to assist employees who are released. Employees who are released will receive information
about their services. Typical services include resume writing support, interview skills building, and job
search support.

Will the Lee Hecht Harrison 2-day workshop for severed nonexempt employees be offered during
Company time?

We will schedule offerings of the workshop throughout the year. The workshops will be offered on back-
to-back Fridays & Saturdays and you may take company time to attend the Friday portion of the
workshop.

If I am notified that | will be released and I resign before my separation date, do I still get
severance?

If an employee voluntarily resigns prior to his/her last day as an active employee, the employee
disqualifies himself/herself from receiving severance.

Can a former NiSource employee bid on available NiSource positions after accepting a position
with IBM?

No. The individual has accepted a position with IBM and is not eligible to bid on open positions within
NiSource.

Can an employee scheduled for severance bid on available NiSource positions before their
severance date?
Yes.

If I’'m employed by IBM, can | bid on a NiSource job?
Yes, if you are currently an IBM employee and bid on a role that is posted externally. If the job is posted
internally, you would not be eligible to apply.

If I have been severed, can I bid on NiSource positions after my separation date?

You will not be eligible to bid on NiSource positions through our internal posting and bidding program
after your separation date. You may apply for NiSource positions as an external applicant by viewing any
external job opportunities that are posted on the external NiSource Internet website, following the same
application procedures as other external candidates. If you seek re-employment with any NiSource

NiSource/IBM Q&A
June 21, 2005
Updated July 7, 2005
Page 4 of 8
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If I have been offered a severance package and | am eligible to retire, can | retire and also receive
my severance payment?

Yes, as long as you remain an active employee until your separation date or are excused by management
at an earlier date.

What is the status of contract employees?
All contract employees are being handled on an individual basis.

Where will the main work locations be for people offered positions with IBM or Vertex?
In the vast majority of cases, employees will continue working at the same locations where they work
today.

What is the time line for employees offered positions to begin working for IBM/Vertex?
Offer letters from IBM or Vertex will specify a start date. The earliest start date will be July 1, 2005.

How do I know if the job I am offered by IBM or Vertex represents a ‘comparable position® under
the terms of the NiSource Severance Policy?

IBM and NiSource have contractually agreed that any offers of employment extended by IBM to
NiSource employees will be comparable to the employee's current position based on the definition of
"comparable employment” in the NiSource Severance Policy.

Will NiSource help with the transition of employees who are released or accept IBM or Vertex
offers of employment?

e NI has agreed to provide to employees, who have a minimum of 3 years of service with
NiSource and who are released or offered a position with IBM or Vertex, full vesting in their
pension plan in the retirement benefit that they have accrued up to the date of their release or
their transfer to IBM or Vertex.

o For employees who are at least 50 years of age with a minimum of 5 years of service at the
time of their release or transfer to IBM or Vertex, NiSource will provide a "grow-in,"
enabling them to reach the age 55 and 10 years of service required to be eligible for retiree
health care and retiree life insurance.

How will employees know if they qualify for these enhanced benefits?
Employees” manager and HR will individually notify employees who fall into any of these categories
during the notification process.

In the event my job is outsourced, am | eligible for severance if IBM or Vertex offers me a position?
NiSource and IBM have contractually agreed that all offers of employment from IBM or Vertex made to
NiSource employees will be comparable based on the definition in the NiSource Severance Policy.
Therefore, if an employee receives a job offer from IBM or Vertex, the employee is not eligible for
severance.

If IBM or Vertex offers me a position, may | choose severance rather than accept the position I’'m
offered?
No.

If IBM or Vertex offers me a job that requires a move, do I get severance if | decline the offer?

NiSource/IBM Q&A
June 21, 2005
Updated July 7, 2005
Page 5 of 8
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How will unpaid vacation be handled?
Unused vacation will be paid to the employee in their last paycheck or shortly thereafter.

Will NiSource pay out unused floating holiday time?
Rebadged and severed employees who have floating holidays remaining, will be allowed to recharacterize
previously taken vacation as floating holidays before termination of employment with NiSource.

Will rebadged employees retain the purchase card (P-Card) and American Express corporate
cards?

There will be a transition to IBM expense processing for all rebadged employees. This transition process
was reviewed during the IBM sign-on sessions.

Will I retain the hardware (i.e. cell phone, blackberry, pager, laptop) that I currently use to
perform my job?

IBM is in the process of taking inventory and will be working with NiSource to ensure that employees
have the proper equipment to perform their job.

At present | have access to several NiSource facilities. Having this access allows me to perform my
job. Will I continue to have access to these same facilities as an IBM employee? Also will I have
access to all the equipment that I currently utilize to do my job?

As an IBM employee you will continue to have access to the same NiSource facilities needed to perform
your job. Regarding tools, IBM is currently taking inventory and addressing it with NiSource.

Will an employee who has signed a severance agreement, then is offered employment with IBM,
still be eligible for severance?

Yes, the employee will be given the choice between the IBM offer of employment and the severance
opportunity. However, once an employee accepts an offer of employment from IBM, severance
eligibility is withdrawn.

I don’t participate in the NiSource health benefits program today, but my severance letter indicates
that my termination of employment is a qualifying event under COBRA. Does this mean that | will
be given the opportunity to participate in NiSource’s medical, vision, and dental benefits plan for
18 months if I choose to do so now?

Yes.

I have received a severance package, but I am eligible for a performance progression award before
my termination date. Will | be able to receive that progression award, and will my new rate of pay
be used to recalculate my severance payment?

We will continue to apply our current compensation practices, including performance progression
rewards up to your separation date. The severance will be recalculated.

Will exit interviews be conducted with those employees leaving NiSource and joining IBM? If so,
will topics such as pension, retirement, flexible spending, and 401K be addressed during these
sessions?

No.

Can a severed or rebadged employee who is eligible for the newly offered “grow-in” for retiree
health care and retiree life insurance, elect to participate in NiSource’s retiree medical plan as early
as age 55, even if he/she is employed elsewhere at that time and is not retired from employment?

NiSource/IBM Q&A
June 21, 2005
Updated July 7, 2005
Page 6 of 8
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Can an individual initiate and commence retirement without commencing post-retirement medical
benefits?

Yes. An employee can waive coverage under the post retiree medical plan. This is an annual waiver of
coverage.

How soon will I receive my severance check after my separation date?
Your severance check will be sent within 7 — 10 business days after you sign the General Release on your
separation date.

Can | bank vacation and/or floating holidays before I am separated from NiSource? If so, what is
the process?

You may bank unused vacation and/or floating holidays if you will be age 45 or older on your day of
separation. You need to submit a request stating the number of hours to your Human Resources
Consultant in writing (e-mails are acceptable).

Can | apply my banked vacation to my 401(k)?
Yes. Payout of banked vacation can be contributed to your 401(k) in the same contribution percentage as
your current 401(k) election.

Will vacation time banked from previous years be paid out?
Yes, banked vacation will be paid out in the final paycheck.

Are educational reimbursement obligations forgiven for employees who are severed or rebadged?
Yes.

How will flexible spending accounts be treated?

Employees will not lose dollars that they have contributed to their NiSource flexible spending accounts.
These dollars will still be made available for use for services rendered before your termination date.
Specifically for the Health Care Flexible Spending Account, if you leave NiSource Inc. before the end of
the plan year, December 31, the expenses you incurred while working at the company are eligible for
reimbursement.

Can tax liability for your severance payment be deferred?
No.

Will employees that are currently on LTD be receiving severance payments?
No severance payments will be given to employees on LTD.

What should I do if the media or any other external group contacts me?
All calls from the media should be directed to the Corporate Communications department or your local
Communications manager for a response.

Why don't employees hear about this type of announcement before a news release is issued?
Whenever information has bearing on our future earnings guidance and business plans, we must follow
financial disclosure rules, which state that we can't inform one investor group (employees, for example)
sooner than any other group. Given those restrictions, we take steps to try to communicate this
information to employees as quickly as possible once it is officially made public to the entire investor
community and our financial disclosure obligations are met.

NiSource/IBM Q&A
June 21, 2005
Updated July 7, 2005
Page 7 of 8
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the coming days and weeks. Any questions you have that are not addressed on MySource, in various
meetings, or by your manager or supervisor should be directed to a NiSource HR Consultant or
Communication Manager.
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A message from Bob Skaggs regarding the definitive agreement with
IBM

Posted: 06-21-2005 at 08:55 Eastern Time
Dear Colleague:

Late yesterday, we signed a definitive agreement with IBM to provide business support
functions at NiSource. Moments ago, we fulfilled financial disclosure requirements by issuing
a news release informing all investor groups of our news simultaneously. Now, | would like
to share a message directly with you on this important topic.

Starting July 1, 2005, IBM will operate a broad range of business support functions for
NiSource, including processes within Human Resources, Finance and Accounting, Supply
Chain, Customer Contact Centers, Meter to Cash, Retail Sales and Information Technology.
More details about each of these business support activities will be available later in the week.

Our first priority this morning, however, is to advise individual employees within these work
groups how this transformation effort will affect their jobs. Some employees will be retained
as NiSource employees; some will be offered a new position with IBM; and some will be
scheduled for release with a severance package. The goal is for each individual to know his or
her personal circumstances by mid-afternoon. Most will receive additional detailed information
from NiSource or IBM over the next few days.

It is important to remember that NiSource's decision to collaborate with IBM is not a reflection
on the performance of any group or individual affected by this change. In fact, our company
has a long history of adapting to new technologies and continually finding new ways to
efficiently and effectively accomplish our work. In that respect, our collaboration with IBM is
an important progression in our efforts to remain competitive and achieve our platform for
long-term, sustainable growth. This agreement will enable us to access new technology and
service capabilities for our company and state-of-the-art service for our customers, and
redeploy capital toward growth opportunities. Working with IBM will allow us to focus on
growing our business while providing safe, reliable service to our customers.

I encourage you to read today's MySource postings and watch for more information coming
soon. And please understand that achieving the benefits of this effort will require some level
of change, support and commitment from everyone. In fact, our greatest asset over the next
several months may be our demonstrated ability to stay focused and adapt to this change.

Thank you for doing your best to support this transformation as we move forward. | firmly
believe this is about preserving long-term opportunities by keeping our business competitive
and building a strong foundation for growth in the future.

Sincerely,

Bob Skaggs
NiSource President
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Technology, process improvements key part of IBM discussions
Posted: 06-15-2005 at 14:58 Eastern Time

Documenting plans for major technology and service process improvements across NiSource is
an important focus of the ongoing negotiations with IBM on a long-term business
transformation and outsourcing services agreement.

That was one of the messages NiSource Leadership Council members received in an update on
the business transformation from President Bob Skaggs and the NiSource project team in
Merrillville today.

"Our negotiating team and their counterparts from IBM are working through a very detailed
process to make sure every aspect of this business arrangement is carefully considered and
documented," Skaggs told the group. "NiSource's collaboration with IBM is critical to the
company remaining competitive and establishing a platform for long-term, sustainable
growth."

Skaggs said the agreement is expected to include a broad array of transformational consulting
services and technology expertise from IBM.

"Our collaboration with IBM will provide for dramatic new technology and process
improvements across the company," Skaggs said. "It will help us hold the line on costs and
free up capital for investing in our infrastructure. And it will allow us to focus our energies on
growing this business and providing safe, reliable service to our customers."

Skaggs also expressed appreciation for employees' continued focus on customer service and
safety as NiSource pursues this and the other important elements of its business plan. "I
know people are eager for information, and we intend to let people know the outcome of this
process by the end of June,” Skaggs said.
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Outsourcing Q&As related to transition process
May 24, 2005

Transition/Selection Process

What are the next steps in the selection process for jobs at IBM? Will I be
asked to provide a resume or complete a Personal Profile Sheet? Will | have
an interview?

IBM has established a process whereby employees in areas under consideration are
being asked to complete a Personal Profile Sheet and submit it to IBM. The form for
the Personal Profile Sheet and instructions for this process are included in the May 24
memo from Bob Skaggs to employees under consideration. IBM may extend
interviews for some of the positions that they wish to fill. As described in Bob’s
memo, not being asked to interview for a position does not necessarily indicate there
is no job available.

When will we know our individual status? Is there a timeline for next
steps?

All employees who are under consideration will know their personal circumstances
during June.

If I do not retain my position with NiSource and am not offered a job with
the service provider, how many weeks will 1 continue to report to work?

Employees will receive their personal considerations in June. Performance
expectations will be the same as during any transition period. The needs of the
business will determine actual transitions.

What is the time line for employee rebadging? When do rebadged
employees actually start working for the service provider?

Once we have a signed contract between IBM and NiSource, that contract will
determine the date for the service delivery handover. This timing may be phased for
particular groups or functions. For employees who will be offered rebadge positions
in June (at the same time that all employees under consideration will know their
personal circumstances), they will receive their individual start dates with the service
provider as part of their offer at that time.

Transition/Severance
Will severance be available? Who is eligible?

Severance will be offered to severed NiSource employees in accordance with the
applicable Severance Policy.

If 1 do not retain my position with NiSource and am not offered a job with
the service provider, will there be an outplacement firm to assist me with
finding employment elsewhere?

Yes. NiSource has a relationship with Lee Hecht Harrison, a prominent global career
management services company. You will be informed of their services if you receive
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a severance package. Typical services include resume writing support, interview
skills building, and job search support.

If I receive a severance package, will 1 be required to work during the 45-
day notification period?

As a general rule, yes, with some exceptions for specific functions.

If I receive severance, will 1 have the option to receive salary continuation
or a lump sum?

According to the NiSource Severance Policy, severance pay will be paid to a
participant in one lump sum cash payment.

Please clarify the terms "similar" and ""comparable' as they appear in the
most recent Severance Policy.

Comparable employment is defined in the Severance Policy to mean employment
with substantially the same or similar work schedule, base compensation and base
skills as were applicable to the position held immediately prior to the termination of
the employment, and which employment is principally located within a 50 miles
radius of the place of principal employment on the date of termination of
employment.

If I am notified that I will be severed and I find a new job before my last
day of employment, do 1 still get severance?

If an employee voluntarily resigns prior to his/her last day as an active employee,
the employee disqualifies himself/herself from receiving severance.

Will expressing interest in a potential position on IBM’s personal Profile
Sheet impact my severance eligibility if | end up without a job?

No, it will not.
Please clarify the matter of unemployment compensation. Is it safe to
assume that if we refuse the job with the service provider, that we will also

be unable to receive unemployment compensation?

Unemployment compensation eligibility decisions are made by the state in which you
reside. You may want to contact your local unemployment office for clarification.

Will 1 be training IBM employees who may take on my responsibilities? Am
I going to have to train my replacement in order to get my severance?

As the transition plan evolves, schedules for knowledge transfer will be developed
and communicated. This will be an essential element to ensure a smooth transition.

Performance expectations will be the same as during any transition period. These
performance expectations may include knowledge transfer with your 1BM
counterpart.

IT 1 am offered a position with the service provider and their work location
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is within 50 miles of my current work location, but it is no longer on a bus
line, will consideration be given for a severance since many employees take
public transportation to work?

Under the terms of the Severance Policy, if comparable employment is offered and
the position is principally located within a 50 miles radius of the place of principal
employment on the date of termination of employment, a severance would not be
offered. This is not a policy change.

Is vacation considered a "benefit" or ""compensation" in the context of our
severance policy?

Vacation is considered a benefit.

If an employee is rebadged and later terminated by IBM, what severance
will the employee receive?

If severed from NiSource, the NiSource severance policy would apply. IBM will speak
to its own policies and practices.

How will an employee who is off work on disability (STD, LTD) or FMLA be
handled if his or her NiSource job status changes (i.e. rebadged, severed,
etc.) before the employee has returned to work?

NiSource would honor the duration of the qualified disability status. Disability
benefits would continue and it would be negotiated as to whether NiSource’s or the
outsourcer’s disability benefit program would cover it.

If the service provider offers me a position, will NiSource compensate me
for my unused vacation days?

Accrual of vacation benefits will cease as of the date of termination of employment.
Payment for earned and unused vacation time, based upon the vacation policy of the
applicable affiliate on the date of termination, will be included in the employee’s final
regular pay check as an active employee.

Will my benefits continue at the same rate/level of coverage during the
severance period?

Yes, for calendar year 2005. Any changes in benefits plans or costs that are
implemented for 2006 will be the benefits you receive during the calendar year 2006.

If the service provider offers me a position, who will make the final
decisions about the pay, benefits, etc. offered to employees?

The service provider will make these decisions.
Retirement/Transition/Severance

A number of employees over 55 years of age have asked how rebadging
might affect their retirement choice.
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Employees who are pension eligible have an ongoing opportunity to exercise their
choice to retire and rebadging will not interfere with one’s choice to retire. The policy
for potential service breaks and seniority will be determined as part of the Terms and
Conditions of the contract with IBM and are not yet known.

Will there be a pension cash-out offer if you move to the service provider?

Regarding pension cash-out, normal pension rules as to eligibility to withdraw
monies would apply. Contact Hewitt or go to MySource for HR to inquire about
pension rules.

If someone transitions to the service provider, are the company’s matching
401(k) contributions vested for people who have been here less than 5
years? Are our 401(k) plans secure, both what I've put in and what the
company has contributed?

401(k) contributions, both employee and employer, are immediately vested. The
balance an employee has in the Savings Plan is held in trust at Fidelity Investments
and is not accessible to NiSource or its creditors.

Is consideration being given to bridge or grandfather employees who are
close to reaching their 60th birthday?

At this point, we aren’t aware of any plans to bridge.
General

What is the NiSource plan for continued cost containment? Will we continue
to look for outsourcing alternatives or large-scale reductions in force?

As you know, managing cost is one of the four strategic initiatives for our Company.
Going forward, the Company will continue to seek the means to manage its cost
base.

Are there any other utilities outsourcing multiple functions?

Many companies use a variety of relationships with third parties to deliver many
types of services.

Is off-shoring a possibility?

As we have said before, IBM has an extensive global service delivery network with
approximately 329,000 employees worldwide. Their proposed solutions include
locating some work in some of these locations. At this point, we have no plans to
place customer-facing activities in an offshore location.

Is the company looking at the potential data safety and security issues
around outsourcing?

Safety and security of our data systems is and continues to be a high priority with or
without outsourcing.
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Who makes the final decision on the outsourcing scope?

The NiSource Executive Council will make the final decision on scope for the
outsourcing initiative.

Are the providers guaranteeing a savings?

The contract negotiations will determine the parameters of any savings.

How will our customers benefit from the outsourcing process?

Customer service has been a high priority in all the work that is being done to
develop solutions in all areas under consideration that touches the customer
experience.

Will the retained organization look different once outsourcing is complete?
We can anticipate that if we reach agreement with IBM, the retained organization will

respond to the changes in people, process and technology that will occur. So indeed
it will likely be different.
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Work Management on separate, parallel track with outsourcing
Posted: 05-24-2005 at 12:30 Eastern Time

The Work Management Systems project -- an effort to provide new tools and technology for
planning, scheduling and accounting for work at the NiSource local distribution companies - is
moving forward on a separate but parallel track with the outsourcing transformation.

New Business, Builder-Developer and Business Link functions are now included in the Work
Management project and are not being asked to provide resumes or Personal Profile Sheets to
IBM.

"The Work Management project is not an outsourcing initiative, but is moving forward at the
same time as the outsourcing transformation with assistance from IBM," Harris Marple,
senior vice president of Distribution Operations, says. "This will allow us to integrate any
changes in Supply Chain and Finance/Accounting systems into our planning for Work
Management. We will have a separate NiSource core team managing the Work Management
project, supported by IBM's experience in evaluating and implementing new technology and
tools."

Since the project is just beginning, Marple says is too early to speculate on any potential
organizational changes.

"Our focus now is on leveraging new tools and technology to support the standardization,
integration and continuous improvement of our operating processes,”" Marple says.

"Our goal is to provide employees with an efficient, safe and productive workday, while
improving customer service through timely and efficient response to regular and emergency
work."



Outsourcing initiative enters new phase
Posted: 05-24-2005 at 12:31 Eastern Time

While negotiations are still continuing with IBM on the
final scope and definition of the areas to be outsourced,
NiSource and IBM are taking steps now to begin a
transition process that will meet NiSource's commitment
to provide specific information to employees in areas
under consideration about their personal status during
June.

As part of the transition process, employees in areas
under consideration for outsourcing were asked today to
provide information to IBM about their skills and work
history.

In a letter from NiSource President Bob Skaggs,
employees in areas under consideration for outsourcing
were asked to complete Personal Profile Sheets or
submit resumes to IBM no later than 10 a.m. Central
Time/11 a.m. Eastern Time on Thursday, May 26, 2005.

"While we have not yet signed a contract with IBM, or
reached closure on the final scope and definition of the
areas to be outsourced, we are mindful of the
commitment we made to you and all employees in these
functional areas to have specific information available
during June,” wrote Skaggs. "To meet that deadline, we
are beginning a thoughtful and disciplined transition
staffing process that requires actions now by IBM,
NiSource and, most importantly, employees such as
you."

Skaggs emphasized that we have been informed by IBM
that, depending on the area and positions involved,
some individuals may be contacted to schedule an
interview with IBM, but that not being asked to interview
for a position does not indicate there is no job available.
In the letter, Skaggs included key facts about the
staffing transition process.

e Our collaboration with IBM will result in some
continuing roles within NiSource, some new
positions as NiSource employees, and some job
offers for employees as part of the IBM solution.
Clearly, all of these roles are critically important
to NiSource and our transformation.

e The agreement also will result in some job
eliminations.

e Employees affected by this change will be able
to represent their skills and work history to IBM
as part of IBM's selection process.

e IBM is asking you to complete a Personal Profile
Sheet and return it to IBM at ibmhr@us.ibm.com
no later than 10:00 AM central time on May 26,
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2005. If you are unable to complete the
Personal Profile Sheet and return it by the time
indicated, you may attach a resume instead.

e Depending on the skill sets and positions
involved, some individuals may potentially be
contacted to schedule an interview with I1BM.

e Not being asked to interview for a position does
not necessarily indicate there is no job
available. There are several reasons employees
may not be contacted for an interview with IBM:
they may be under consideration for potential
openings within NiSource; IBM may not require
interviews because entire groups of employees
may get job offers as part of the IBM solution;
or there may not be available positions matching
individual employee skills or experience.

e It is anticipated that most employees - whether
asked to interview or not - will learn their status
once an agreement is reached with IBM. We
remain on track to complete those discussions
during June.

"Our goal is to move through this process as quickly, yet
thoughtfully, as possible to provide specific information
and answers for each employee," added Skaggs. "Thank
you for your understanding and participation in this
important process."
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NiSource working toward common time entry system
Posted: 05-24-2005 at 05:00 Eastern Time

A cross-functional team comprised of employees from finance and accounting, information
technology and human resources has begun a process to move NiSource to a common system
for time reporting across the enterprise.

The objective is to implement a single system that would replace EASI and ATR. A common
system also would eliminate the need for some employees to enter the same data about time
worked more than once. In some areas of the company, employees currently must enter their
time into both a time management system and a separate work management system.

The effort will support the continued integration of NiSource's businesses, says Jeff
Grossman, NiSource vice president and controller. The initiative began before NiSource began
reviewing the possibility of outsourcing some functions, he noted, and is continuing because
NiSource must move to a common time entry system. The time entry project will tie in as
appropriate to any decisions that are made on the outsourcing initiative.

The team is working with IBM to analyze requirements for a time entry system that meets
NiSource's needs, and will compare those requirements to available products to select the best
solution for the company.

Rrepresentatives from the team have begun conducting workshops with small groups of
employees throughout the company who use the current time entry systems. The purpose of
the workshops is to document users' ideas about what a time entry system must do, and how
it could work better than NiSource's current systems.
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NiSource holds Annual Stockholders Meeting today; Skaggs elected as
director

Posted: 05-10-2005 at 12:15 Eastern Time

NiSource held its annual meeting of stockholders today in Pittsburgh, Pa., an area served by
Columbia Gas of Pennsylvania. Chairman and Chief Executive Officer Gary L. Neale spoke to
stockholders about the cyclical energy industry, NiSource's transformation process, the
corporation’s focused 2005 business plan and its platform for long-term, sustainable growth in
2006 and beyond.

NiSource is well positioned for growth, Neale noted. The company has a balanced portfolio of
assets, with 100 percent of its operating income derived from regulated natural gas and
electric distribution and natural gas transmission and storage businesses. NiSource's
operations are strategically located from the Gulf of Mexico, through the Midwest to the Mid-
Atlantic states and New England, serving a market area covering 30 percent of the U.S.
population and 40 percent of the nation's energy consumption. The company also has a stable
balance sheet and strong investment grade credit ratings.

"Growth drivers for the future will include organic growth in our utility markets, expansion of
our pipeline and natural gas storage businesses, regulatory and commercial initiatives,
continued strengthening of the balance sheet and expense management,” Neale said. "We
have made significant progress in each of these areas so far this year."

During the meeting, stockholders voted to elect Steven R. McCracken, lan M. Rolland, John W.
Thompson and Robert C. Skaggs, Jr., as directors of the company, each to serve for a term of
three years.

McCracken, president and chief executive officer of Owens-lllinois, Inc., in Toledo, Ohio, and
Skaggs, president of NiSource, each was nominated as a candidate for director for the first
time in 2005. Rolland, prior to his retirement in 1998, served as chairman and chief executive
officer of Lincoln National Corp. in Ft. Wayne, Ind., and has been a NiSource director since
1978. Thompson, chairman and chief executive officer of Symantec Corp. in Cupertino, Calif.,
has been a NiSource director since 1993.

Stockholders also voted in favor of the ratification of the appointment of Deloitte & Touche LLP
as the company’'s independent public accountants for 2005, in favor of the company's
proposed amendments to NiSource's Long Term Incentive Plan and in favor of the proposed
amendments to the company's Employee Stock Purchase Plan.

With respect to stockholder proposals, stockholders voted in favor of the annual election of
board members and in favor of a proposal to elect directors by majority vote. Stockholder
proposals, by their nature, are advisory and not binding on the corporation, and any such
changes would require a charter or by-law amendment to become effective. The NiSource
board will take the results of the stockholder vote under consideration.

Visit the NiSource Web site to read Gary Neale's presentation at the 2005 Annual Meeting.
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NiSource reports earnings for first quarter 2005
Posted: 04-29-2005 at 08:00 Eastern Time

NiSource today reported income from continuing operations for the three months ended March
31, 2005, of $208.7 million, or 77 cents per share (all per-share amounts are basic),
compared with income from continuing operations of $216.6 million, or 83 cents per share, for
the first quarter of 2004.

The quarterly difference was primarily due to a decline in revenue resulting from NiSource
pipelines renegotiating long-term contracts with their largest customers, and lower gas
distribution customer usage and warmer weather than the year-ago period. Partially offsetting
these declines were increased revenues from regulatory initiatives and remarketing efforts
within gas transmission and storage operations. The pipeline renegotiation process is now
complete and the new contracts span an average of seven years with staggered expiration
dates.

Two cents of the decline in earnings per share from continuing operations was the result of an
increase of 8.0 million shares in the average number of shares outstanding at March 31, 2005,
compared to the year earlier, due primarily to the NiSource Stock Appreciation Income Linked
Securities (SAILS®™) conversion in November 2004.

Net income was $206.3 million, or 76 cents per share, for the first quarter of 2005. This
compares to net income of $213.5 million, or 81 cents per share, for the year-ago period.

"We have clearly made significant progress on our key initiatives for 2005 and on building a
platform for long-term, sustainable growth in 2006 and beyond," said Gary L. Neale,
NiSource chairman and chief executive officer. "We've stated previously that 2005 would be a
base year, from which we will continue expanding the foundation to generate future growth
and development, and our financial results for the first quarter are important steps in
achieving NiSource's business plan for 2005."

Transformation continues

Neale announced that NiSource has selected IBM as the business process service provider with
whom NiSource will move forward into a period of exclusive negotiation toward a contract to
outsource up to $2 billion of business support activities over 10 years. Teams of employees
from the areas under consideration for transformation have been working for three months
through a disciplined process with Accenture and IBM - the two service providers that
responded to an extensive request for proposals (RFP) from NiSource - to identify potential
solutions and savings.

"Both Accenture and IBM have put forth outstanding efforts in responding to our RFP and
developing proposals that could meet NiSource's business needs as well as our expectations
for safety, reliability and delivering quality customer service. Both providers offered credible
and workable solutions for our business,"” Neale said. "Based on our exploration and work with
the providers to date, we anticipate the company will outsource a portion of our business
support activities."

Neale noted that NiSource has not yet finalized which activities and processes will be
outsourced or to what extent. Beginning immediately, a team from NiSource and IBM will
continue to define the future relationship between the two companies. NiSource expects to
make final decisions and conclude contract negotiations in June.

First-quarter results and key accomplishments demonstrate progress on business
plan
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Neale and NiSource President Robert C. Skaggs, Jr., noted that accomplishments since the

beginning of 2005 include the following:

e Northern Indiana Public Service Company (NIPSCO), NiSource's gas and electric
subsidiary, and the Indiana Office of Utility Consumer Counselor signed a
Memorandum of Understanding (MOU) that would allow NIPSCO to recover purchased
power costs if certain conditions are met while at the same time securing safe, reliable
and intermediate dispatchable supplies of power for its electric customers. The MOU
also outlined a settlement agreement subject to an independent, third-party review.

e NIPSCO selected EnergyUSA&-TPC from bidders responding to a Request for Proposals
issued in October 2004 to provide 230 megawatts of dispatchable power, utilizing the
generation facilities of Whiting Clean Energy, pending regulatory approval.
EnergyUSA-TPC and Whiting Clean Energy also are subsidiaries of NiSource.

e Whiting Clean Energy completed renegotiation of the terms of its agreement with BP's
oil refinery in Whiting, Ind. Under the revised agreement, Whiting Clean Energy will
continue to meet BP's need for steam, while reducing the power plant's required run
time.

e Bay State Gas Company filed a $22.2 million, or 4.7 percent, base rate case in
Massachusetts that, if approved, would go into effect Dec. 1, 2005. The rate case
includes requests for a performance-based rate plan and cost recovery for a steel
infrastructure replacement program.

e Columbia Gas of Kentucky received regulatory approval to renew its Customer Choice
Program. The program, which began in 2000 as a pilot and was scheduled to end
March 31, 2005, will now continue as a new pilot through March 31, 2009.

e  Christopher Helms was named Pipeline Group President, a new NiSource officer
position. He will be responsible for executing an aggressive growth strategy for
NiSource's interstate natural gas pipeline and storage companies, while ensuring the
continued operation of a reliable and safe system.

e Hardy Storage Company, LLC, filed its formal project application with the Federal
Energy Regulatory Commission (FERC) to help meet increased market demand for
natural gas in the eastern United States. Hardy Storage proposes to develop a natural
gas storage field from a depleted natural gas production field in Hardy and Hampshire
Counties, W. Va. Joint developers of the project are NiSource subsidiary Columbia Gas
Transmission Corp. and a subsidiary of Piedmont Natural Gas.

e NiSource entered into a $1.25 billion revolving credit agreement to fund future
working capital requirements and other corporate needs. The new five-year
agreement replaces existing agreements and is expected to reduce interest expense
by approximately $900,000 for the remainder of 2005 and by about $1.2 million
annually thereafter.

NiSource also continued to make strides in strengthening its balance sheet and
reducing debt. The company's debt ratio has improved to 55 percent, compared to 60
percent at year-end 2003. The company's short-term cash investment position at the
end of the first quarter of 2005 was $553 million. In addition, there were no
borrowings under the company's $1.25 billion line of credit.

Neale and Skaggs added that they were pleased with these first-quarter accomplishments and
results, and that the first quarter delivered significant progress toward NiSource's business
plan for 2005 and 2006.

The full text of the earnings release and detailed financial results are available via
the NiSource Web site.
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Outsourcing update: I1BM site visits beginning
Posted: 05-04-2005 at 15:28 Eastern Time

As announced last week, NiSource has selected IBM as the business process service provider
with whom the company will move forward into a period of exclusive negotiations toward a
contract to outsource business support activities.

The next important step in that process, beginning this week, is called due diligence. During
the due diligence process, IBM will be gathering additional detailed information about
NiSource's work processes. This will help IBM validate its outsourcing proposals and ensure
that it is able to provide the level of service quality and customer satisfaction that NiSource
requires.

In some cases, IBM representatives will visit selected NiSource work locations that are
representative of the type of activities and volumes of work in areas under consideration.
NiSource representatives at these locations will work with the IBM team members to provide
access to information and work processes they need to view. IBM and NiSource
representatives will not be discussing the outsourcing proposals during the site visits.

During this same timeframe, several NiSource representatives will be visiting IBM work
locations to observe IBM's capabilities and work processes in action. NiSource and IBM remain
on track to make final decisions and conclude contract negotiations in June.
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A message from Bob Skaggs regarding earnings and outsourcing
Posted: 04-29-2005 at 08:00 Eastern Time

Dear Colleagues:

Today we are announcing NiSource's first quarter earnings and providing an update for
financial analysts on your efforts to deliver strong financial results and establish a platform for
sustainable growth. Thanks to your continued hard work, we are able to highlight significant
accomplishments in each of our strategic areas:

Pipeline Growth

Regulatory & Commercial Initiatives
Financial Management

Cost Management

Our news release highlights your accomplishments and | hope you'll take some time to read it
to see the progress we've made in delivering on our commitments. Also today, we announced
that we will move forward with IBM as the provider with whom we will begin exclusive contract
negotiations to outsource some business support activities.

Both IBM and Accenture did outstanding work in developing proposals to meet our business
needs and meeting our expectations for safety, reliability and quality customer service. So,
choosing IBM was a difficult decision. Now that we have made this choice, beginning
immediately, a team from NiSource and IBM will begin to define the collaboration between the
two companies. Based on the work we've done, we are comfortable moving forward with our
planning to outsource some business support activities. However, we have a lot more work to
do to get to a definitive plan and provide you with the specifics you need. Delivering on our
commitment to you for these specifics is a primary focus of our efforts.

Let me share with you some of the key benefits from outsourcing that we have identified so
far:

The ability to rapidly transform our major business support processes.

Access to new technology and service capabilities for NiSource and its customers.
Redeployment of capital funding for investments in our core business.

Enhanced strategic focus on our core gas and electric operations.

These benefits will be essential to ensure that we've established a platform for long-term
sustainable growth at NiSource. Still, we recognize that there are some questions we will not
be able to answer until specifics of the contract are negotiated. We expect to conclude
contract negotiations in June, and we expect employees to know specifics by late June.

Obviously, this is a significant decision for NiSource. It will change the nature of our
organization - both for functions that may be outsourced and for areas that depend on those
services. Our goal is to move forward with this process as thoughtfully, but deliberately, as
possible. Again, | appreciate your continued focus as we pursue this and the other important
elements of our business plan.

An updated fact sheet and Q&A on this effort are available on MySource. | hope you find
these materials helpful.

Sincerely,
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Bob Skaggs
President
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NiSource Outsourcing Q&A Update
April 29, 2005

Why did we choose IBM?

Both providers did outstanding work in developing proposals that meet
NiSource’s business needs and meet the company’s expectations for safety and
reliability and quality customer service.

Based on the operational solutions they developed, their commitment to quality
customer service, their “fit” with NiSource, the opportunities for NiSource
employees and their pricing strategy, we selected IBM.

If we have not yet made any decisions to outsource, how did we select IBM?

Based on our exploration and work to date, we anticipate the company will
outsource some business support activities. However, we have not made
decisions on specific functions. It is possible that during due diligence and
contract negotiations there could be some changes to what is in scope for
outsourcing. We have determined to move forward exclusively with due
diligence and contract negotiations with IBM

Are the functions listed as “areas under consideration” (IT, Customer Contact
Centers, HR/Communications, Meter to Cash, Finance and Accounting, Sales,
Work Management, Supply Chain) back in February still the same?

Broadly speaking, yes. However, as we move through due diligence and
contract negotiations, changes could be made to the functional areas under
consideration, or parts of these areas being considered.

What role will Accenture play with us now that we have chosen IBM?

We have determined to move forward exclusively with due diligence and contract
negotiations with IBM. Accenture also offered credible and workable solutions for
our business needs. We respect the effort and product they offered and would
be confident in working with them.

What is “due diligence”?

Due diligence is the next phase of the outsourcing decision-making process.
During this period, both IBM and NiSource leaders will verify and confirm the
information each has provided. We will move from data and paper-based
information to a more hands-on approach such as visiting IBM operations and
having IBM visit NiSource operations.

We also will be checking references and reviewing IBM’s work with other clients.

What is a “solution”?
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Solution is the term given to an operational plan for getting work done that has
been developed by the provider, in response to the definition of work provided by
NiSource.

Why can’t we describe the solutions proposed by IBM? Are you hiding
information?

There is no intent to mislead or keep information from employees. Rather, we do
not want to provide specific information until it is certain. We understand this
effort will have a personal impact on some employees, and our goal is to provide
accurate information that defines individual situations as soon as we can. That is
our commitment.

If we have not made any decisions yet, how do we know that the services IBM will
be providing total $2 Billion as referenced in the earnings release?

The $2 billion represents the total baseline for operations and maintenance
(O&M) and capital expense for all the areas under consideration over a 10-year
contract.

Who is leading the negotiations team for NiSource?
Mike O’Donnell will lead the negotiations team. Sherry Gavito, Dean Bruno and
Gary Kruse also will be members of the negotiation team. In addition, we intend
to call on a host of subject matter experts from the business to support this effort.

Will NiSource place jobs offshore to places like India?
IBM has an extensive global service delivery network with approximately 329,000
employees worldwide. Their proposed solutions include locating some work in
some of these locations. At this point, we have no plans to place customer-
facing activities in an offshore location.

What are customer-facing activities?

Customer-facing activities those that involve direct contact with retail customers.
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NiSource Outsourcing Fact Sheet

April 29, 2005

NiSource has selected IBM as the business process service provider with whom the company will
move forward into a period of exclusive negotiations toward a contract to outsource business
support activities. NiSource has not yet finalized which activities and processes will be
outsourced or to what extent. Beginning immediately, a team from NiSource and IBM will
continue to define the future relationship between the two companies. NiSource expects to make
final decisions and conclude contract negotiations in June. Here are some key points about this
effort:

Why we are doing this:

We are planning to transform our company as part of a balanced strategy to
achieving long-term, sustainable growth for our company. We need to sharpen
our strategic focus on our core businesses, re-deploy capital toward growth
opportunities and manage our cost structure. Outsourcing will help us achieve our
goals.

Benefits of outsourcing for NiSource:

Drive business process transformation — There are a number of post-merger
process improvements that we have not been able to complete due to lack of
resources or organizational capacity. (Example: implementing a common general
ledger system.) IBM has expertise in delivering those types of transformations on a
global scale.

Take advantage of new technology tools and process innovations — IBM is
continually investing in the latest business services technology and process
innovations. Our collaboration with IBM will bring new systems, enabling tools and
resources to NiSource.

Provide additional resources for investing in our core businesses — Currently,
a large percentage of our capital program and operating budget is devoted to
maintaining or improving our business support systems. Outsourcing would offer the
opportunity to re-deploy those resources to invest in growth and our core
businesses.

Sharpen our strategic focus — We need to concentrate our business skills and
energy on growing our core natural gas and electric businesses. Working with a
business process service provider could help us meet our basic support needs while
allowing us to focus on more strategic business priorities.

What outsourcing could mean for employees:

Uncertainty, then answers — We know this creates concern. We are committed to
providing answers as soon as possible. As we make decisions, we will work with
IBM on a detailed transition program to help people understand the changes.
Possibly a new employer, with new career opportunities ~When we outsource, it
is likely some people will be offered positions with the service provider. Those
individuals will have a chance to learn about the provider and ask questions about
the job, benefits and career opportunities.

Severance for some —As we make outsourcing decisions, it is also likely some
employees will not have a continuing position with either NiSource or the service
provider. Those individuals will be offered NiSource’s employee severance
package, including outplacement assistance.
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Some change for everyone — Even employees not directly affected by outsourcing
will experience some changes. It may be that they will use a new service delivery
tool or process, or be partnering with new service providers. Learning about these
changes also will be part of the transition plan.

What outsourcing could mean for our customers:

Continued service levels and reliability — Ideally, our customers should
experience little or no change because of outsourcing. We are committed to
maintaining our current levels of customer service and reliability. In fact, our first
step in undertaking this review was to clearly define the customer service level
expectations that the service providers must achieve.

Potential for future enhancements, efficiencies or new service options — By
collaborating with IBM, we expect to see future improvements via their primary
business focus on enhancing and improving the customer service experience.
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A reminder about rumors and news reports

Posted: 04-27-2005 at 12:30 Eastern Time

There are currently several news reports and rumors circulating about the status of NiSource's
outsourcing study. At least one of those articles claims that final decisions have been made
about outsourcing, which is not accurate. During this period of uncertainty, it is likely that
rumors, speculation and opinion will continue to find their way into news reports such as
these. When these rumors surface, please remember that we are committed to sharing factual
and accurate information with employees as this process moves forward. There will still be
speculation, but please look to MySource for factual updates about where we are in the
process.
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NiSource severance policy
Posted: 04-07-2005 at 13:00 Eastern Time

The Nominating and Compensation Committee of the NiSource Board of Directors has
amended the NiSource Severance Policy to clarify the intent of the policy as it relates to
outsourcing.

The Severance Policy was established to provide severance pay and other benefits to certain
employees while they seek alternative employment. Although the policy addressed the
situation where an employee received an offer of comparable employment in various
situations, it did not address an outsourcing situation.

The committee wanted to make clear that the intention of the policy is to treat termination of
employment due to outsourcing in the same manner as other terminations under the
Severance Policy and has therefore amended the language. Should an employee not have
work as a result of outsourcing but did not receive an offer of comparable employment, he/she
would be eligible for severance if he/she is otherwise covered by the Severance Policy.

The policy now specifically clarifies that an employee is not eligible for severance if that
employee’'s position with the company is eliminated due to outsourcing but the employee is
offered a comparable job with a potential provider.

Following is the definition of a comparable job as outlined in the policy:

Comparable employment means employment with substantially the same or similar work
schedule, base compensation and base skills as were applicable to the position held with any
Affiliate immediately prior to the termination of employment, and which employment is
principally located within a 50 mile radius of the place of principal employment on the date of
termination of employment.

"We recognize that our exploration of outsourcing has resulted in some anxiety throughout the
areas under consideration," states Bob Skaggs, NiSource president. "So, before we've made
any decisions on outsourcing, we believe it is important to provide this clarification."
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Outsourcing service providers back on site in Merrillville
Posted: 04-05-2005 at 11:40 Eastern Time

Beginning today (4/5), representatives from IBM are back in Merrillville to meet with the
teams from the areas under consideration for outsourcing. The purpose of the onsite visits is
to ensure the solutions proposed by the providers are fully detailed, understood and aligned
with NiSource's business needs.

"The teams have done great work and we are very appreciative of their efforts,” says NiSource
President Bob Skaggs. "While we are committed to sticking with our process to get to the
best decisions, the preliminary proposals from both providers show that there is substantial
value available to us from outsourcing."

Teams are scheduled to meet with their IBM counterparts to get into the detailed specifics of
each function's proposal, seek any needed clarification and resolve any questions or issues
related to the proposal. The NiSource teams, with assistance from our consultants EquaTerra,
are working to be able to conduct side-by-side comparisons of the proposals from IBM and
Accenture and evaluate their proposed solutions, the savings associated with the solution and
the timetable and transition plans for each area.

Both IBM and Accenture were asked to present their proposals in the same format and
respond to the specific requirements outlined in the Request For Proposals (RFP) issued to
them by NiSource. The RFP document was more than 1,400 pages and outlined the
Statement of Work (SOW) for each of the areas under consideration in a consistent template.
This detailed process and the templates have provided the teams with a consistent format to
evaluate the proposals. Next week, Accenture will be onsite in Merrillville and will follow the
same process.

"We have been pleased with the quality of the preliminary work done by the providers," states
Skaggs. "They have been responsive to our commitment to maintain customer service and
ensure safety and reliability requirements in all aspects of our business."

In late April, the company will select one provider to move forward in the process.
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NiSource mails annual report and proxy materials to stockholders
Posted: 04-04-2005 at 14:40 Eastern Time

NiSource's 2004 annual report and proxy materials are now being mailed to all stockholders,
and are available on the company's Web site. The company made this announcement today in
a press release.

NiSource also announced that its 2005 Annual Meeting of Stockholders will be held at 10 a.m.
(Eastern time) on May 10 at The Westin Convention Center Pittsburgh in Pittsburgh, Pa.
Stockholders of record as of March 15, 2005, are eligible to vote on matters to come before
the meeting, either in person or by proxy. Complete instructions for voting and for registering
to attend the meeting are contained in the proxy materials.

The annual report, titled "The Art of Transformation,” discusses the cyclical changes the
company and the industry have gone through during the past 15 years as well as
management's plans for further transformation of the company. In their letter to
stockholders, NiSource Chairman and Chief Executive Officer Gary L. Neale and NiSource
President Robert C. Skaggs Jr. outline NiSource's balanced and focused growth strategy for
2005.

The objective of the company's transformation process for 2005 and beyond is long-term,
sustainable growth - without undue risk. The strategy is centered on four key initiatives:

Growth and expansion of NiSource's natural gas pipeline business;
Broad regulatory and commercial initiatives premised on existing assets;
Ongoing financial management of the company's balance sheet; and
Continuing cost management.

"NiSource has responded to our industry's 'back to basics' focus on regulated core businesses
with a simple, clear and balanced business strategy designed to address short-term financial
challenges, while establishing a platform for long-term, sustainable growth," Neale and Skaggs
state in the report.
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Outsourcing update -- efforts on track
Posted: 03-22-2005 at 05:30 Eastern Time

Since NiSource announced it was exploring outsourcing as a means to accelerate
transformation within several business functions, the company has followed a series of steps
to assess its options.

First, teams from each area under consideration developed detailed Requests for Proposals
(RFPs) that were provided to IBM and Accenture, the two service providers NiSource decided
to consider. The RFPs detailed the various activities and services IBM or Accenture could
deliver on an outsourced basis.

After issuing the RFPs, both Accenture and IBM had representatives on site in Merrillville
separately to meet with NiSource leaders to seek further detail about the company's business
needs.

Last Monday (3/14), as scheduled, IBM delivered its written proposal to the company.
Accenture's proposal was due yesterday (3/21).

On Thursday (3/17), IBM representatives formally presented their proposal to functional
leaders from each of the areas under consideration. IBM then presented its proposal to the
NiSource Executive Council on Friday (3/18).

Accenture will follow the same process in presenting its proposal to NiSource this week.

"A tremendous amount of good work has been accomplished by our teams throughout this
process," states Bob Skaggs, NiSource president.

Following the formal presentations, NiSource representatives will begin a thorough and
disciplined review of both proposals with the goal to seek any clarification and confirm that
each proposal is aligned with NiSource's requirements -- including ongoing service quality and
responsiveness.

"We recognize employees have questions and we are fully committed to providing answers
once decisions have been made," Skaggs says. "We are committed to working through the
process we established so we can make informed decisions."

NiSource remains on track to complete its review in June.
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Service provider visits concluded; proposals next
Posted: 03-07-2005 at 10:38 Eastern Time

Teams of representatives from Accenture and IBM have completed their initial visits to
NiSource’s South Lake complex to meet with company representatives and gather information
for their outsourcing proposals.

During the visits, service provider representatives met with representatives from each of the
functions under consideration for potential outsourcing. The providers learned details of
NiSource's business requirements, while the NiSource representatives began assessing the
capabilities and approaches of each of the providers.

Accenture and IBM each are expected to present formal proposals to NiSource by the end of
March. The proposals will be carefully reviewed by representatives from each functional area,
as well as by NiSource executive management before decisions are made regarding any
aspects of the proposals.
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On-site meetings part of service provider process
Posted: 02-21-2005 at 13:00 Eastern Time

At various times during the next several weeks, teams of representatives from Accenture and
IBM will be visiting NiSource’s South Lake complex to meet with company representatives and
review information needed to develop their outsourcing proposals.

During the visits, the service providers will learn more details of NiSource’s business support
expectations and service requirements. The visits also will provide an opportunity for teams of
experts from the NiSource functional areas under review to begin assessing the capabilities
and approaches of Accenture and IBM. (As reported last week, Hewlett Packard has decided
not to submit a proposal or take part in the review.)

NiSource expects to receive formal proposals from the service providers by the end of March.
The proposals will be carefully reviewed and tested before NiSource makes a decision
regarding any of the support functions under review.

To ensure consistency in the process, each of the service providers received identical requests
for proposals from NiSource and will have access to the all the same people and information
they will need during their visits to complete their proposals. If you are approached by
representatives from either service provider seeking information, please refer them to Sherry
Gavito at (219) 647-6086.
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Service providers receive NiSource's request for proposal
IBM, Accenture to develop proposals; HP opts out of consideration

Posted: 02-14-2005 at 07:15 Eastern Time

Accenture, Hewlett Packard (HP) and IBM have been sent copies of NiSource's formal request
for proposal (RFP) for providing day-to-day delivery of a range of business support functions.
The RFP was developed during the last several weeks by NiSource management and functional
representatives. It includes statements of work, service delivery requirements and other
information about each of the functional areas under consideration.

After an initial review of the 1,500-page document, representatives of Accenture and IBM each
met with NiSource representatives and said they are eager to participate in the review process
and plan to develop and submit formal proposals. NiSource has been told by HP that it will
not submit a response to the RFP.

HP's decision does not change the overall focus or schedule of the service provider review.
Also, since NiSource had previously considered and narrowed the list of potential service
providers, it will not be soliciting proposals from other vendors.

Additional employee questions answered

Understandably, lots of questions have been raised by employees since the announcement of
this initiative late last week. Some of these questions were addressed in the Q&A posted on
MySource on Feb. 4. Here are answers to some additional questions raised in employee
meetings or discussions:

1. How does this affect independent contractors or temporary employees in the
areas of consideration? Again, no decisions have been made yet. As further
information is available, we will share information with independent contractors and
temporaries. NiSource will continue to always honor its contracts with any contractor
and likewise expects contractors to honor their contracts.

2. The documents make reference to a Company 12 initiative that began last
year to reduce costs in our Corporate Center functions. What is this? During
2004, NiSource management conducted a review of costs associated with several of its
Corporate Center support functions, including areas such as Communications, Human
Resources, Information Technology and Finance. As a result of this review, a number
of cost savings were identified in these areas. For the most part, these savings have
now been implemented and are reflected in the current 2005 budgets for those areas.

3. Are warehouse operations employees and field meter reading and field
collections employees under consideration as part of this outsourcing
initiative? No, these functions are not part of the review.

4. s it possible that part, but not all, of a function under consideration could be
outsourced? Yes. It is possible this review will result in some parts of functions
being candidates for outsourcing, while other parts are not.

5. Is it possible that more than one service provider will be selected, or that
different functions could be outsourced to different vendors? At this time, we
do not envision working with more than one vendor.

6. We currently have various business relationships with Accenture and I1BM.
Also, some of the people involved in this project have worked for these
companies in the past. Isn't that a conflict of interest? NiSource's Ethics Policy
is very clear regarding conflicts of interests in all business dealings. We are confident
that there will be no conflict of interest in this process.

7. You have referenced some examples where outsourcing has worked at
NiSource. We also hear about cases where outsourcing has not been
successful. How will this effort be different? We believe success in working with
any outside service provider begins with carefully and clearly defining service level



Bay State Gas Company
D.T.E. 06-31
Attachment DTE-BSG-1-10 (C)
Page 204 of 261
expectations, as well as the processes both the vendor and the company will follow to
ensure ongoing service quality and responsiveness. That is why we are engaged in a
disciplined process to define our specific service requirements for each function under
consideration and to discuss those requirements with each of the vendors. If we
ultimately decide to pursue outsourcing, we will define clear governance processes and
roles for managing our relationship with the vendor.
What will areas under consideration do in terms of outside hires? For the
areas under consideration, we obviously want to look carefully at any outside hiring on
a case-by-case basis. Human Resources will assist with that process. Otherwise, our
hiring and staffing procedures are unchanged.
Why is the length of contract anticipated to be seven to ten years? Why not
try it out for a year or two and see if it works? A long-term agreement will
benefit NiSource by ensuring cost stability and predictability for the functions covered
under the agreement. Likewise, because of the significant level of investment
anticipated from the service providers (such as implementing costly new technology
systems or business process improvements) we expect they will want a longer-term
commitment from us as well.
. It is not uncommon for companies to help fund some of the costs of vendors
responding to a request for proposal. Are we helping pay for these
companies to bid on our work? No. The vendors are developing their own
proposals at their own expense. Given the range of functions under review, we expect
the costs of developing those proposals will be significant for each of the vendors.
. What happens after June? Depending on the outcome of this review, we will begin
a transitional period. If we proceed with a business process outsourcing arrangement,
then June would mark the beginning of the transition. It could move quickly in some
areas, but it could take longer in other areas.
. In announcing the recent NiSource Incentive Plan payout, management
talked about how employees really stepped up to deliver performance during
2004. Given that success, how can you now consider outsourcing a
significant portion of that same workforce? We want to again stress that this
outsourcing review is no reflection on the performance or quality of service employees
are delivering in any of the functions under consideration. In fact, employees across
our companies have consistently shown they are willing and able to respond to
challenges and deliver results. We truly recognize and appreciate that commitment.
For business reasons, we believe it is incumbent on NiSource to consider outsourcing
as an option for transforming our support processes in ways that we alone may not be
able to accomplish. Outsourcing ultimately may not be the right answer in all
instances. Nonetheless, this outsourcing exercise can provide many meaningful
benchmarks that may enable us to capture transforming opportunities on our own.
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Gary L. Neale
Chairman and Chief Executive Officer
201 E. 86th Avenue
Robert C. Skaggs, Jr. Merrillville, IN 45410
President

February 8, 2005
Dear NiSource Colleagues:

We would like to repeat and expand on some of the key messages from NiSource’s meeting Friday
(Feb. 4) with Wall Street analysts. At the meeting, we reviewed our 2004 performance, outlined several
new financial challenges facing our companies, and provided earnings guidance for 2005. We also
outlined a balanced business strategy designed to address our short-term financial challenges and
establish a platform for sustainable growth in the future. Our strategy focuses on four key areas:

1. Pipeline Growth. We are pursuing prime, long-term growth opportunities along our interstate
pipeline system, particularly in the Mid-Atlantic and Northeast regions. Millennium Pipeline and Hardy
Storage are two working examples, with more to come.

2. Regulatory & Commercial Initiatives. We expect steady growth out of our core electric and gas
businesses. Our LDCs add about 50,000 customers per year in base growth, and we believe rate
cases, trackers and other commercial and regulatory initiatives can enhance those core results.

3. Financial Management. We will continue taking steps to refinance our debt structure, reduce
interest costs and ensure investment grade credit ratings.

4. Cost Management. Revenue reductions from recent regulatory proceedings, the level of renewal of
contracts with our pipelines' major customers, as well as increased costs in certain areas have
significantly reduced our 2005 earnings outlook. At the same time, we are increasing our capital
investments in our core businesses by more than $100 million. To help balance a lower earnings
level with the need for greater investment, we are considering a range of existing and new ways to
help us manage overall costs and free up additional capital for investment.

One of the cost initiatives we discussed involves the possibility of outsourcing a significant portion of our
in-house business support functions. We realize the topic of outsourcing creates great concern among
employees. Please understand that no final decisions have yet been made. We are working with experts
to help us fully understand our options and evaluate how various scenarios could affect our company, our
employees and our customers. Employees in groups currently under consideration have been receiving
additional information about that process. The positions ultimately affected, if any, will be known once the
review is completed by June of this year.

We want to stress that this outsourcing review is no reflection on the quality of service currently being
provided by the functions under consideration. In fact, maintaining required service levels to our internal
and external customers will be a priority throughout this review.

We also want to emphasize that we remain committed to transforming our key processes and activities.
Outsourcing may indeed not be the appropriate approach in all instances. Nonetheless, this outsourcing
exercise can provide many meaningful benchmarks that will enable us to capture transforming
opportunities on our own.

We know this process creates uncertainty for some employees, and we are committed to providing
information throughout the entire process. A copy of our Wall Street presentation, a recording of the
meeting and more information about the outsourcing review are available via MySource. Thank you
again for your strong efforts during 2004 and your continued focus on safety, reliability and customer
service during 2005.

Sincerely,

T, Be
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Important Information Regarding

NiSource’s 2005 Business Plans
February 4, 2005

Update On Our Business Environment

e NiSource has accomplished a number of goals since the merger:
0 Substantially paid down debt, which has strengthened our balance sheet
and retained our investment grade credit ratings.
0 Managing costs through continuous improvement in field operations and
budget reductions in corporate functions.

e In 2005, we face several new challenges:

o Significant revenue reductions from recent regulatory proceedings, the
level of renewal of contracts with our pipelines' major customers, as well
as increased costs in certain areas have significantly reduced our 2005
earnings outlook.

0 Increases in capital investments in our core business by more than $100
million.

o0 Our Earnings Per Share outlook for 2005 reflects these financial
challenges.

e In responding to these challenges, NiSource will rely on a number of key
strengths:
0 Strong relationships with regulators and customers
0 An extensive footprint with unique assets
0 Strong investment opportunities tied to those assets
0 A solid team of employees and leaders

We Have Developed a Balanced Business Plan

Our Goal: Establish a platform for sustainable long-term growth.
Our four key areas of focus:

1. Pipeline Growth. We are pursuing prime, long-term growth opportunities
along our interstate pipeline system, particularly in the Mid-Atlantic and
Northeast regions. Millennium Pipeline and Hardy Storage are two working
examples, with more to come.

2. Regulatory & Commercial Initiatives. We expect steady growth out of our
core electric and gas businesses. Our LDCs add about 50,000 customers per
year in base growth, and we believe rate cases, trackers and other commercial
and regulatory initiatives can enhance those core results.

3. Financial Management. We will continue taking steps to refinance our debt
structure, reduce interest costs and ensure investment grade credit ratings.

4. Cost Management. To help balance a lower earnings level with the need for
greater investment, we are considering a range of existing and new ways to help
us manage overall costs and free up additional capital for investment.
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About Cost Management:

There are several ongoing initiatives that will continue in 2005, including our
continuous improvement efforts in operations and our program to reduce costs in
our Corporate Center functions (the Company 12 initiative that began last year).

In addition, we are exploring a new initiative under which NiSource would partner
with an outside service provider to transform some of our business support and
technology processes. This would involve the possibility of outsourcing a
significant portion of our in-house business support functions.

Outsourcing entails selecting and working with a Service Provider who takes over
the day-to-day delivery of many functions and processes.

Maintaining required service levels to our internal and external customers will be
a primary focus throughout the review.

We are working with experts to help us fully understand our options and evaluate
how various scenarios could affect our company, our customers and our
employees. The positions ultimately affected, if any, will be known once the
review is completed around June of this year.

What Emplovyees and L eaders Can Do:

Remain focused and energized about your work and the contributions you are
making to achieve NiSource’s business strategy. Your efforts are critical to our
success.

We realize the outsourcing review causes concern for employees and their peers.
Please understand that no final decisions have yet been made. We will work to
keep people informed and provide answers as quickly as possible.

Thank you again for your efforts during 2004 and for staying focused and
continuing to provide excellent service to our customers in 2005.

2-4-05 11 a.m. ET
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NiSource 2005 Business Plan Frequently Asked Questions

Additional employee questions answered

Understandably, employees have raised lots of questions since the announcement of
this initiative. Some of these questions were addressed in the Q&A posted on
MySource on Feb. 4 and Feb. 14 (original questions and answers listed below new
FAQS).

Posted April 5, 2005

1. How were IBM, Hewlett Packard (HP) and Accenture selected by
NiSource to bid on our outsourcing work?
Last year, a group of NiSource management representing HR, 1I/T, Contact
Centers, and Operations conducted a review of five potential companies that
had the broad expertise and demonstrated success in outsourcing the
functional areas we were considering - Cap Gemini, ACS/SAIC, HP, IBM, and
Accenture. One of the major criteria we had was to identify which firms that
could handle the complex nature of the many functional areas we were
considering for business process outsourcing. Many firms are very capable
with a particular business function such as information technology or finance
and accounting, but few are able to work across the many functional areas
NiSource has identified. We wanted to partner with a single provider for ease
in transition, reduced governance, and overall savings. Our review resulted in
reducing the number of potential bidders to three. IBM, Accenture and HP
are considered best in class. As you know, HP subsequently pulled out of
consideration.

2. Accenture has on its web site that NiSource/Columbia is a client.
Does that mean we've awarded the outsourcing business to them?

No. NiSource and Accenture have had ongoing consulting engagements for
the past several years. Accenture worked with us on Project Compass, the
PeopleSoft upgrade, and the Supply Chain transformation. Because of these
engagements, NiSource is listed as a client. No decision has been made on a
service provider.

Posted Feb. 14, 2005

Here are answers to some additional questions raised in employee meetings or
discussions:

1. How does this affect independent contractors or temporary
employees in the areas of consideration? Again, no decisions have been
made yet. As further information is available, we will share information with
independent contractors and temporaries. NiSource will continue to always
honor its contracts with any contractor and likewise expects contractors to
honor their contracts.

2. The documents make reference to a Company 12 initiative that began
last year to reduce costs in our Corporate Center functions. What is
this? During 2004, NiSource management conducted a review of costs
associated with several of its Corporate Center support functions, including
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areas such as Communications, Human Resources, Information Technology
and Finance. As a result of this review, a number of cost savings were
identified in these areas. For the most part, these savings have now been
implemented and are reflected in the current 2005 budgets for those areas.

Are warehouse operations employees and field meter reading and
field collections employees under consideration as part of this
outsourcing initiative? No, these functions are not part of the review.

Is it possible that part, but not all, of a function under consideration
could be outsourced? Yes. It is possible this review will result in some
parts of functions being candidates for outsourcing, while other parts are not.

Is it possible that more than one service provider will be selected, or
that different functions could be outsourced to different vendors? At
this time, we do not envision working with more than one vendor.

We currently have various business relationships with Accenture and
IBM. Also, some of the people involved in this project have worked
for these companies in the past. Isn’t that a conflict of interest?
NiSource’s Ethics Policy is very clear regarding conflicts of interests in all
business dealings. We are confident that there will be no conflict of interest
in this process.

You have referenced some examples where outsourcing has worked
at NiSource. We also hear about cases where outsourcing has not
been successful. How will this effort be different? We believe success
in working with any outside service provider begins with carefully and clearly
defining service level expectations, as well as the processes both the vendor
and the company will follow to ensure ongoing service quality and
responsiveness. That is why we are engaged in a disciplined process to
define our specific service requirements for each function under consideration
and to discuss those requirements with each of the vendors. If we ultimately
decide to pursue outsourcing, we will define clear governance processes and
roles for managing our relationship with the vendor.

What will areas under consideration do in terms of outside hires? For
the areas under consideration, we obviously want to look carefully at any
outside hiring on a case-by-case basis. Human Resources will assist with that
process. Otherwise, our hiring and staffing procedures are unchanged.

Why is the length of contract anticipated to be seven to ten years?
Why not try it out for a year or two and see if it works? A long-term
agreement will benefit NiSource by ensuring cost stability and predictability
for the functions covered under the agreement. Likewise, because of the
significant level of investment anticipated from the service providers (such as
implementing costly new technology systems or business process
improvements) we expect they will want a longer-term commitment from us
as well.

It is not uncommon for companies to help fund some of the costs of
vendors responding to a request for proposal. Are we helping pay for
these companies to bid on our work? No. The vendors are developing
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their own proposals at their own expense. Given the range of functions under
review, we expect the costs of developing those proposals will be significant
for each of the vendors.

11. What happens after June? Depending on the outcome of this review, we
will begin a transitional period. If we proceed with a business process
outsourcing arrangement, then June would mark the beginning of the
transition. It could move quickly in some areas, but it could take longer in
other areas.

12. In announcing the recent NiSource Incentive Plan payout,
management talked about how employees really stepped up to
deliver performance during 2004. Given that success, how can you
now consider outsourcing a significant portion of that same
workforce? We want to again stress that this outsourcing review is no
reflection on the performance or quality of service employees are delivering in
any of the functions under consideration. In fact, employees across our
companies have consistently shown they are willing and able to respond to
challenges and deliver results. We truly recognize and appreciate that
commitment. For business reasons, we believe it is incumbent on NiSource to
consider outsourcing as an option for transforming our support processes in
ways that we alone may not be able to accomplish. Outsourcing ultimately
may not be the right answer in all instances. Nonetheless, this outsourcing
exercise can provide many meaningful benchmarks that may enable us to
capture transforming opportunities on our own.

Questions posted Feb. 4, 2005

NiSource's recently announced 2005 business plans include a new initiative to
explore the possibility of NiSource partnering with an outside service provider for
day-to-day delivery of some business support functions. While no final decisions
have yet been made, we realize this initiative will generate questions. Here are
answers to some of the questions you may have. We will provide additional
information and updates as they become available.

1. Why is NiSource considering outsourcing? In 2005, we face a full year of
revenue reductions due to recent regulatory proceedings, the level of contract
renewals with pipeline’s major customers, and increased costs in certain
areas. Our Earnings Per Share estimate for 2005 reflects this reduction in
revenue. To help address these issues, we have developed a balanced
approach to achieve sustainable growth. To further our business plan and
help us achieve our financial goals, we are now considering partnering with an
outside service provider to transform business support and technology
processes more quickly and at levels beyond what we could accomplish on
our own.

2. How does outsourcing fit with our other changes and restructurings?
Since the merger in 2000, NiSource has worked to evolve and transform our
business to better meet the needs of our shareholders and our customers. We
want to explore whether, by partnering with an outside service provider we
can help transform our business support and technology processes maore
quickly and at levels beyond what we could accomplish on our own. An
arrangement of this type could help us improve our ability to adjust quickly to
business conditions while maintaining a high quality of service. This is part of
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a balanced approach that will allow us to better focus our resources on
creating value through our core natural gas and electric businesses.

What are the company’s anticipated savings from outsourcing? The
total savings will be defined as we proceed with the review of the process.

If you decide not to outsource, how will you achieve your earnings
targets? Outsourcing is only one part of a balanced approach. Our plan also
includes pipeline growth, regulatory, commercial and financial management
initiatives. We also will be refinancing our debt structure during 2005,
completing our Company 12 cost reduction initiatives and remaining focused
on continuous improvement.

How will the market, regulators or outside parties react to this? We
hope that the reaction will be positive. We believe we have developed a
balanced plan that will help us achieve our goal of long-term sustainable
growth. We will be reaching out to key stakeholder to discuss our plans and
respond to their questions.

What employee groups are being considered for outsourcing? At this
point, we have asked for formal proposals from several providers regarding
some or all of Information Technology, Finance & Accounting, Human
Resources, Communications, Customer Contact Centers, Retail Services, New
Business, Builder/Developer, Business Link, LDC Work Management/GIS,
Meter-to-Cash and Supply Chain.

What groups are clearly not being considered? This review focuses on
business support functions. Our front-line field operations functions are not
the focus of this effort. However, it is possible that during this exploration
phase, some processes or functions may be added or removed from
consideration.

Why were these particular functions selected for consideration? We
are focusing on areas where business process outsourcing has been shown to
be a potentially effective option at other companies. We also selected areas
where an outside vendor might be able to provide capital investments in
technology that could accelerate change in these processes.

Will people be laid off as a result of this? It is too early to know the
specific areas that would be affected and to determine what the vendor’s
needs for staff would be. We will be working with experts to help us to fully
understand our options and ensure the best outcome for our company, our
shareholders, our employees and our customers.

Will there be additional reorganization beyond outsourcing, such as in
other groups, etc.? If we make a decision to outsource any functions, we
will be looking at developing the most effective organization structure to
support our business goals.

Has the decision to outsource been made? We have decided to consider
outsourcing as an option, but no final decision will be made until after we
have reviewed proposals and had discussions with the provider candidates to
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help us to fully understand our options and ensure the best outcome for our
company, our shareholders, our employees and our customers.

When will you know who and what is being outsourced? We are in the
process of soliciting proposals from the three outsourcing providers. Content
experts within our company will be working with these providers to assess our
service needs and thoroughly test those proposals. If we proceed with
outsourcing, we would expect to know the outcome of this effort by early
June.

Who are the providers you are considering? We have narrowed our
search to three potential partners: Accenture, IBM and Hewlett Packard. We
selected these three from a larger list of candidates because they have a
record of providing excellent outsourcing solutions, particularly within the
energy industry.

Where would the outsourced provider and the jobs be located? Will
jobs be sent overseas? Will employees get a chance to relocate?
Since we have not yet made a decision to outsource any function, it is too
early in the process to speculate on that type of question. We do know that
the providers we are considering have locations across the U.S., including
several within our service areas.

Will you outsource everything to one provider, or will you consider
using several different providers? At this point we would consider
working with only one provider for any business process outsourcing
arrangement.

When will employees know if they have a job? Our commitment is to
provide as much information as possible as this review process moves
forward. We expect the review process to be complete by early June.

Will there be a voluntary severance or early retirement program
offered? We do not anticipate offering any special voluntary or early
retirement programs at this time.

Will employees who lose their job as a result of this initiative get
severance? If that is the case, then yes, the applicable NiSource severance
will apply to employees covered by that policy.

How are employees supposed to work with this going on? We know
this is an uncertain and stressful time. We hope you will stay focused and
continue to provide excellent service to our customers.

Will I be offered a job with the outsource vendor? Will | get a choice?
How do the benefits/wages compare? Will my years of service
transfer? If 1 transfer to the provider and then am later terminated,
will I get the NiSource severance? Since we have not yet made a decision
to outsource any function, it is too early in the process to speculate on that
type of question. We anticipate giving you more detailed information about
how you may be affected if and when a vendor is chosen.
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21.What regulatory approvals do you need, if any? No specific regulatory
approvals are required, but we anticipate that any outsourcing agreement
would meet the regulatory service level agreements that are in place in a
number of our jurisdictions.

22.Will bargaining units be included? If so, will you honor the existing
contracts? Some of the functional areas under consideration include
employees in collective bargaining units. We understand our contractual
and bargaining obligations, and we will honor our obligations if and when they
arise.

23. Will this affect customer service or emergency response time?
Customer service, safety and reliability are critical priorities for NiSource, and
we will not compromise them as part of this effort.

24. How could this compare with our current outsourcing experiences?
As you point out, NiSource is currently outsourcing a variety of functions. For
example, we currently outsource numerous construction activities, line locate
services and our benefits administration. The business process outsourcing
we are currently considering would be more complex than those efforts, but
would still rely on the basic delivery of well-defined services at a level of
quality and dependability that we and our customers expect.

25. Why didn't employees hear about this first? Because this information
had bearing on our 2005 earnings guidance and business plans, we had to
follow financial disclosure rules, which state that we can't inform one investor
group (employees, for example) sooner than any other group. Given those
restrictions, we took steps to try to communicate this information to
employees and leaders as quickly as possible as it was officially made public
to the entire investor community.

26. Do all of the changes happen June 1? If we proceed with a business
process outsourcing arrangement, then June would mark the beginning of the
transition. It could move quickly in some areas, but it could take much longer
in other areas.

02-14-057 a.m ET
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